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YOU CAN 
BUILD BUSINESS 


BY SEEING THIS MAN 


Anything that broadens a Trust Depart- 
ment’s contacts with favorable potential business is worth inves- 
tigating. Many Trust Officers have found that the necessarily 
wide contacts of Connecticut General Life Underwriters have 


resulted in increased business for their Trust Departments. 


The Connecticut General Life Underwriter is thoroughly familiar 
with the problems that confront Trust Officers and Attorneys 
and is thoroughly conversant with the areas in which each one 
works cooperatively. The broad facilities of the Connecticut 
General organization and its Advisory Bureau further assist 
Connecticut General Life Underwriters to render a valuable 


specialized professional service in estate analysis and planning work. 


So, if the card says Connecticut General, you will meet a competent 
man, and one whose contacts may mean added business for your 


department. 


CONNECTICUT Qe 
GEN ERAL h ; BETTER SERVICE 


LIFE INSURANCE COMPANY (fm Te Cape AGS 
i LIFE INSURANCE. ACCIDENT IN- 

HARTFORD, CONNECTICUT i ( SURANCE, HEALTH INSURANCE 

| Hi AND ANNUITIES. ALL FORMS OP 

GROUP INSURANCE AND GROUP 

ANNUITIES. PENSION TRUSTS. 

SALARY ALLOTMENT INSURANCE 
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GUARANTY TRUST COMPANY 
OF NEW YORK 


Capital Funds, $365,000,000 


Affording its correspondents exceptional service in 


all phases of banking relationships. 


Dealers in 
United States Government Securities 
State and Municipal Bonds | 


140 Broadway Fifth Ave. at 44th St. Madison Ave. at 60th St. Rockefeller Plaza at 50th St. 
New York 15 New York 18 New York 21 New York 20 


Member Federal Deposit Insurance Corporation 
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Statement of Condition December 31, 1948 


ASSETS 
Cash and Due from Banks ; 
United States Obligations— Direct and fully Guaranteed 
$ 513,441,705.65 


$ 614,921,553.67 


Unpledged . ; , ‘ ‘ 
Pledged—To Secure Public Deposits and 


Deposits Subject to Federal Court Order 88,438,500.00 

To Secure Trust Deposits 76,605,266.70 

Under Trust Act of Illinois 521,360.00 679.006,832.35 
Other Bonds and Securities 91,472,928.52 
Loans and Discounts 844,048,751.42 
Real Estate (Bank Building) 2,816,524.06 
Federal Reserve Bank Stock 4,200,000.00 
Customers’ Liability Account of Acceptances 3,733,689.91 
Interest Earned, not Collected . 4,922,641.00 
Other Assets . P . ‘ ; . . ‘ 256,706.99 


$2,245,379,627.92 


LIABILITIES 

Capital Stock . . ‘ ; , ‘ ‘ . - $  75,000,000.00 
Surplus. ; . 65,000,000.00 
Other Undivided Profits 3,934,180.00 
Discount Collected, but not Earned . 1,306,463.31 
Dividends Declared, but Unpaid 1,200,000.00 
Reserve for Taxes, etc. ; 16,331,593.40 
Liability Account of Acceptances . . 4,080,881.70 
Time Deposits . : ; ; . - $ 427,765,063.37 

Demand Deposits. ' . . i 1,511,574,949.92 

Deposits of Public Funds. ; ; Pe 139,185,555.54  2,078,525,568.83 
Liabilities other than those above stated . : 940.68 


$2,245,379,627.92 
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free of estate tax. Sec. 826(c) and (d) 
as amended by Sec. 365(a) and (b) of 
the 1948 Act quite clearly establish the 
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of estate taxes on certain property which 
is included in the gross estate, such as 
life insurance or property over which the 
decedent had a power of appointment. 
Nevertheless, I find it difficult to avoid 
the interpretation that the general assets 
of the estate may be subjected to estate 
taxes even though some of them are part 
of the marital trust. Sec. 812(e) (1) (E) 
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December 31, 1948 


Resources 


Cash and Due from Banks . 
U. S. Government Securities . 
State and Municipal Securities . 
Other Bonds and Securities . 
Loans and Discounts . 

Earned Interest Receivable . 
Customers’ Liability under Acceptances and L/ C. 
Bank Premises . 

Vaults, Furniture and hinaiieen . 

Other Assets . 


$877,536,452.92 
34,331,921.70 
. 11,268,382.34 


TOTAL 


Liabilities 


Capital . $30,000,000.00 
Surplus 30,000,000.00 
Undivided Profits 24,000,000.00 
Reserves for Contingencies, Interest, Taxes, Dividends 
Interest Collected—Unearned ‘ t 
Acceptances and Letters of Credit Liability . 
Other Liabilities . 
Deposits—Time . 
—Demand . 
TOTAL 


$644, 150,466.87 
- _975,666,620.20 


$ 371,449,699.27 


923,136,756.96 
418,457,737.42 
5,824,942.41 
2,240,553.43 
4,368,647.74 
822,521.67 
50,977.35 
$1,726,35 1,836.25 


$ 84,000,000.00 
17,421,335.86 
2,652,852.28 
2,259,437.98 
201,123.06 


1,619,817,087.07 


$1,726,35 1,836.25 


Securities carried at $94,545,087.60 are pledged to secure trust funds and U. S. Government, 
State and other Public Monies, and for other purposes as required or permitted by law. 


BOARD OF DIRECTORS 
George M. Wallace, Chairman 
James E. Shelton, President 


(i) would seem to warrant an express 
clause in the will directing the death 
taxes to be paid from the residue. If this 
question is left open in the will, there is 
risk that the marital portion will be di- 
minished by death taxes and will thereby 
result in less than full utilization of the 
allowable marital deduction. 


Myron L. Gordon 


HEss, CHERNOV & GORDON, 
Milwaukee, Wis. 


Automatic Revocation of Wills 


I have real with considerable interest 
John H. Small’s carefully prepared out- 
line for the preparation of a will (T. & E., 
Nov. p. 387). A fairly uniform practise 
has arisen in the profession to include 
unthinkingly in all wills and codicils an 
absolute revocation clause. In doing this, 
my experience has shown that in many 
cases the dearest wish of a testator has 
been defeated. 


In some states, notably California, 
strict statutory limitations are applied 
to gifts to religious and charitable organ- 
izations — for instance, no testamentary 
gift to charity is valid unless the testator 
survives his will thirty days. Under other 
circumstances, the gift to charity is de- 
feated or abated if the testator does not 
survive the making of the will a period 
of six months. In view of these strictures, 
our Los Angeles office has found it ad- 
visable to make every effort to protect 
these charitable gifts if it should be the 
wish of the testator that this be done. 


Under some circumstances, of course, 
where a complete change of testamentary 
plan is desired, qualified revocation 
clauses might not be in harmony with 
the testator’s changed testamentary 
plans, and the charitable gift must defer 
to the altered purposes of the testator. 
However, in many instances, a qualified 
revocation clause would accomplish the 
testator’s purpose and at the same time 
prevent the invalidity of a gift to charity, 
if, for instance, the testator should pass 
on within thirty days of the making of 
the last will or codicil. 


Over a period of years, our office has 
frequently dealt with the doctrine of 
“dependent relative revocation” as it re- 
lates to a testator’s wish to benefit his 
cherished charities. The most interesting 
case, and one in which we were success- 


ful in sustaining the charitable gifts, 
notwithstanding the death of the testator 
within thirty days after the making of 
the last will containing an unqualified 
revocation clause, was Estate of Kauf- 
man in 1945. 
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EDITORIAL... 






REVIEW of major government proposals,‘ the de- 

mands of some unions and famers, and even the prac- 
tices of some of the reactionary business leaders, indicates 
that there are a great many who “never miss the water ’til 
the well runs dry.” 






This year may well set the pace for the economic system 
under which we will live for the second half of the century. 
Throughout the world forces are being joined between the 
seekers of “security” by government fiat and the believers 
in freedom of enterprise. Trusteeship, based on a system 
of popular saving and private investment, is as deeply con- 
cerned as are the managements of business. The advan- 
tages are on the side of enterprise—but the vocal forces are 
mainly on the side of Statism, the electorate is making up 
its mind between them. 












Much nonsense has been poured out about Communism 
and Capitalism. For one thing, every country with tools and 
factories and machinery is capitalistic. The difference lies 
only in who owns them. There lies the greatest advantage 
of the American or “free enterprise” system. 

But Capitalism is generally identified—in dictionaries, in 
schools, on the political forums, and even in churches— 
with monopoly, concentration of wealth, and the exploita- 
tions of its early days. The way it has been generally prac- 
ticed here, it has brought competition, wide distribution of 
wealth and more wages for less hours with less fatigue. 














But it lacks an idealism, a goal that the untrained eye 
can perceive, that the average heart can respond to Com- 
munism identifies itself with the adjuration of brotherly 
sharing, as cited in the Acts of the Apostles. Socialism 
sounds good as a code of economic living. George Bernard 
Shaw remarked that the man who wasn’t a Socialistic 
before he was thirty had no heart, and the man who was 
one after he was forty had no head. 


Capitalism needs to develop its philosophy; it has been 






















HE multitude of complications and the extra costs in- 

volved in changing the makeup of a publication are 
not undertaken lightly or without compelling reasons. The 
new format of TRusTs AND EsrtarTEs is the first such change 
since it was founded, in 1904, at the instance of the execu- 
tive committee members of the Trust Company Division, 
American Bankers Association—but as a completely inde- 
pendent publication, which it has remained. 

The standard size inaugurated with this issue has been 
found most effective not only for good visual presentation of 
text but also to allow the best make-up and use of illustra- 
tions. Color and photographic cover have been introduced 
to make the appearance more appealing and the new type 
faces will, we hope, make for easier reading. 
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Human Touch in Business 


CHANGING FORM—CONSTANT PURPOSE 






too engrossed in its science. It needs demonstration and 
comparison; it has been taken too much for granted. Finan- 
ciers and industrialists have aggressively and artfully pre- 
sented their services and products, but unless they do as well 
for the system which makes them possible, they will have 
little need for their skills. 


From Plato’s “Republic” and Thomas More’s “Utopia” 
to Karl Marx’ and Engels’ dissertations, anti-Capitalism has 
been presented in the role of a saviour, wrapped in ideal- 
istic claims or hopes that naturally appeal to the well- 
meaning as well as the malcontent. 


Men do not live by bread alone. Wars have been fought 
over principles, as ours against slavery and State’s rights. 
Analyses of the wants of workers have shown more concern 
with being considered as important individuals and with 
opportunity to achieve security, than with the number of 
dollars in the payroll. : 


Capital is the greatest economic boon for those who use 
its tools and buy its products as well as those who own 
it. 

Its machines and power have taken the heavy burden 
off the workers’ backs, given them more free hours and 
higher pay, made products impossible of creation other- 
wise for free-choice buyers, and rewarded thrift on which 
families and nations depend in lean times. 


There is no better service that trustees, along with in- 
dustrialists, could perform than to correct popular delusions 
about Capitalism and dramatize or visualize its story, since 
it started us on the path from barbarism, and away from 
the days when might meant right. 


Its record of production is superb and unquestioned. The 
ownership of capital and the distribution of its fruits needs 
far more understanding. But above all, Capitalism needs 
humanizing and personalizing. It needs, like its corporate 
creatures, a soul to be damned—or to be praised. 


The change of title in 1939, from Trust CoMPANIES to 
TRUSTS AND EsTATES, evidenced the editors’ belief that the 
best interests of the fiduciary profession and business could 
be served by a functional rather than a special-interests 
approach. The title is a constant reminder that the policy 
of this journal shall be the encouragement of the most use- 
ful services for the owners and beneficiaries of estates. 


Corporate fiduciaries have a basic mutual interest with 
estate attorneys, consultants, underwriters and accountants 
in estate and corporate or employee trust planning. It is 
the policy of the magazine to further effective cooperation 
for the benefit of their common clients. Together, all have 
a similar concern with industrialists and political representa- 
tives in their communities in developing greater public 





» 





understanding of the uses and benefits 
of savings and their right to a “living 
wage.” 


Perfection of administrative _tech- 
niques has come of greater necessity 
for economy, and increased attention 
will be given to the handling of smaller 
estates and trusts and to operating effi- 
ciencies. But if estate managers, advis- 
ers and planners are to function effec- 
tively, it is imperative that the public 
have a far better appreciation of the 
usefulness of Capital, and especially that 
part used in “risk” investment. 


The difficulty of accumulating sav- 
ings, of getting a fair return for their 
use and of preserving their buying 
power, has arisen not alone from eco- 
nomic need, but considerably from 
public delusions as to profits and the 
real sources of wealth and security. 


Because financial trustees, like trustees 
of corporate investment, are so vitally 
affected by these delusions, TRUSTS AND 
Estates will continue to give attention 
to ways and means by which popular 
understanding of their stock*in-trade, 
Capital, may be increased. And since 
laws are largely the result of employee, 
customer and community attitudes to- 
ward business, developments in these 
fields deserve constant study by man- 
agement. 


The editors look forward to increas- 
ing opportunities for fiduciary services, 
especially in investment management, 
common trust funds, business agreements 
and employee benefit plans. They will 
welcome every occasion for promoting 
the welfare of those who protect Amer- 
ica’s families and savings. 


Fool’s-Gold Rush of ’49 


O government has right or reason 

to exist unless it maintains Law and 
Order for the protection of people and 
their property. A government that fails 
to protect private property rights fails 
to protect most of our human rights, 
for the minute a man loses his freedom 
to acquire, save and use property for 
his or his family’s well-being and se- 
curity, that minute he loses his inde- 
pendence and the State has gained a 
ward. 


Both Communist and Capitalist gov- 
ernments devote themselves to protection 
of property rights. The difference is 
that the former centers them in the hands 
of self-perpetuating dictators and their 
favorites; the latter gives them to any- 
one who can legally create or acquire 
property. It is not a question of whether 
there shall or shall not be property 
rights, but of who shall control them. 


One hundred years ago a horde of 
fortune-hunters of ’49 overran the Cali- 
fornia valley where Captain John Sutter 
had created a farm and mills out of the 
wilderness. They squatted on his land, 
stole his crops and live-stock, burned 
his home and mills, killed his faithful 
Indian workers. His “human rights” 
were reduced to the alternatives of 
starving or getting out. 

By a curious twist of ideology, mod- 
ern law has approached more and more 
toward confiscation rather than protec- 
tion of private property. Taxation has 
taken away more and more of individual 
earnings and incentives, while legalized 
inflation has drained the value from the 
nation’s lawful medium of exchange. 
More and more demands are made to 
subsidize this group, pay special bene- 
fits to that, increase the payments to 
non-workers, give “free” services to 
others. 


“Something for nothing” has become 
the battle-cry of the seekers of Security 


by Edict in the Fool’s-Gold Rush of 
1949. Special benefits to pressure groups 
and “free” services can come only from 
a levy on production of wealth or pri- 
vate savings. They are actually a forced 
transfer of property from one group 
to another—via the most costly middle- 
man distributor: Government. 


Until and unless the people under- 
stand that private property and human 
rights are two sides of the same coin, 
and the Government upholds the basic 
law of the land—as set forth in the 
Constitution and the 14th Amendment— 
we will find our heritage debased and 
wasted, our human rights slipping away. 


A A A 


State of the Union 


N view of campaign promises and the 

tenor of Democratic party policies, 
President Truman’s message to the new 
Congress appeared moderate to the fi- 
nancial world, as exemplified by the 
previous decline and subsequent rise of 
the stock market. Most striking were his 
requests for substitution of the old Wag- 
ner Act for the Taft-Hartley Act, whose 
components have individually met with 
wide favor in Labor circles. Even here. 
modifications were recommended. 


The suggested authorization of gov- 
ernment competition in steel-making, 
and the extension of water-power pro- 
jects are steps toward socialization 
which are more acutely personified in 
the statement “we must have without 
further delay a system of, prepaid medi- 
cal insurance.” Allocation and _ price 
controls will doubtless generate con- 
troversy. 

The suggestion of raising minimum 
wages has already been taken up by 
unions, under the old delusion that 
“bolstering consumer purchasing power 
merely by passing out more money re- 
sults in prosperity. Farm price supports 
and wage increases, it was noted, re- 
lated to general price levels. 


The politically popular tax precept 
of “soaking the rich” was again ad- 
vanced in the recommendation of rais- 
ing $4 billion more taxes “principally 
from additional corporate taxes” with 
a “portion” coming from revised estate 
and gift taxes. As it would seem illogical 
to reinstate the injustices which the 
marital deduction law was designed to 
offset, the lowering of exemptions may 
be indicated. In both these fields the 
power of taxation to dry up its own 
sources has already been well illustra- 
ted, to the detriment of the incentive 
which is our greatest need today. 
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Fiduciaries Financial Service 





This service is to assist individuals acting as Executor, Ad- 






ministrator, Trustee or Guardian—their Counsel, Accountants 








or Advisors. 


By appointment of Bankers Trust Company as Custodian or 





Agent, fiduciaries may relieve themselves of the worries and 





details of property management and the keeping of pertinent 





records. The following services may be obtained in whole or 






in part as the fiduciary and his counsel require: 










Safekeeping of Securities Investment Advisory Service 








Collection of Dividends Complete Estate and Income 
Tax Administration 







and Interest 








Handling of Security 
Sales and Purchases Accountings 


Preparation of Court 









Stock Transfers Depositary under Court Order 










You are cordially invited to write Personal Trust Department, 
Bankers Trust Company, 16 Wall Street, New York 15, for 
full information. We shall be glad to send you a printed out- 








line of the services we render as agent for individual executors. 





BANKERS TRUST COMPANY 


NEW YORK 







Member Federal Deposit Insurance Corporation 
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Death, Taxes 
aad YOUL Kstate 


PLANNING ESTATES .IN 1949 


ere AND TAXES are the twin in- 
evitable certainties which the far- 
sighted man dare not ignore. He must 
plan for death as carefully as for life. 
He must plan his estate now — before 
it is too late. 


In estate planning the major purpose 
is to conserve an estate for the welfare 
and support of a wife and children 
and for ultimate distribution to them. 
To accomplish this, the factors which 
at death bring about estate losses must 
be ascertained. Plans to minimize such 
losses, to reduce the impact of taxation, 
and to provide sufficient liquid assets 
with which to pay death charges and 
taxes must be formulated. The Revenue 
Act of 1948 introduced new features 
which make necessary the review of 
most existing estate and life insurance 
programs. 


The basic factors which bring about 
estate loss and shrinkage at death are: 
(1) various costs and expenses involved 
in probating an estate, which average 
from 8% for a $50,000 estate to 6% 
for a $1,000,000 estate; (2) decedent’s 
debts, which average about 8% for 
most estates; and (3) estate and inheri- 
tance taxes, which absorb substantial 
portions of most estates. An important 
additional cause of loss, but one which 
cannot readily be calculated in advance, 
is the forced sale of assets at prices be- 
low their actual value in order to raise 
cash with which to pay these charges. 


The accompanying chart presents the 
average amount of shrinkage for estates 
of various sizes brought about by pro- 
bate expense, debts and Federal estate 
taxes. One column shows the average 
overall shrinkage where the estate own- 
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by 
GEORGE J. LAIKIN 





So many readers requested an up-to- 
date version of Mr. Laikin’s 1945 arti- 
cle on “Planning Your Estate” that we 
asked him to prepare this piece reflect- 
ing the interim changes, especially the 
marital deduction. Besides being a 
comprehensive review of estate plan- 
ning techniques, the article is designed 
primarily, as was the successful 1945 
edition, for distribution to prospects 
and customers. Inquiries on reprints 


are therefore welcome.—Editor’s note. 
. 


er is not married at the time of his 
death or where he does not take advan- 
tage of the marital deduction offered 
by the new law. The other column lists 
the average overall shrinkage where the 
estate owner is married at the time of 
his death and has planned his estate 
so as to realize the maximum tax econ- 
omies made possible by the new marital 
exemption which permits only husbands* 
to leave to their wives, atx free, up to 
one-half of their net estate. The figures 
do not reflect state inheritance taxes, 
which vary considerably from state to 
state, nor community property status. 


Benefits Gifts 


The Revenue Act of 1948 also ex- 
tends the benefits of the marital ex- 
emption to the gift tax. It permits one- 
half of the amount of gifts made by a 
husband to his wife to pass free of 
gift tax. Then, too, the principle of 
“splitting,” which obtains for the in- 
come tax, applies to the gift tax. Thus, 
gifts made to a child or other third 


*The marital exemption principles apply also to 
transfers from wife to husband. For simplicity of 
expression, reference will hereafter be made only 
to transfers from husband to wife. 


party may be treated as having been 


made half each by the husband and 
wife, with the result that lower gift tax 
brackets and rates will apply — after 
each spouse has exhausted his gift tax 
exemptions. 

A transfer made by a husband to his 
wife, either at death or as a gift during 
lifetime, may qualify for the marital 
exemption if the transfer is “outright,” 
that is, if the wife becomes the absolute 
owner of the property transferred, or 
through the medium of a trust. In the 
latter case, all of the income from the 
property transferred must be given to 
her at least annually. Furthermore, she 
must be given the absolute right to dis- 
pose of the property transferred, either 
during her lifetime or by her wili, or 
both. 

Viewed simply, the marital deduction 
provides a married individual with a 
new exemption for the estate and gift 
taxes, which applies before the existing 
exemptions. For example, if a husband 
leaves a net estae of $150,000, and ar- 
ranges as much as half of it to qualify 
for the marital deduction, his estate will 
be reduced to $75,000. Against this will 
bé applied the existing $60,000 exemp- 
tion available to all estates, making the 
amount actually taxable $15,000 as com- 
pared with $90,000 if the marital de- 
duction were not available. 

It should be emphasized that the new 
law does not affect property rights or 
create new ones. It does not automatic- 
ally make the wife a one-half owner 
of her husband’s property or his income. 
It is not a true community property 
system. It merely provides a new 
method of determining the amount of 
the taxes to be paid so that the tax 


TRUSTS AND ESTATES 








gi 


gi 





een 
and 
tax 
fter 
tax 


his 
‘ing 
‘ital 
ht,” 
lute 
or 
the 
the 
| to 
she 
dis- 
ther 
or 


tion 


gift 
ting 
and 

ar- 
lify 
will 
will 
mp- 

the 
om- 


new 
; or 
atic- 
yner 
yme. 
erty 
new 
t of 

tax 


\TES 






burden of residents in common law 
states is reduced and equalized with that 
of residents in community property 
states. And here it should be pointed 
out that the marital deduction cannot 
be taken as to community property. 
Such property is excluded in determin- 
ing the size of the estate as to which 
the 50% maximum marital deduction 
is calculated. 


Operation of Gift Tax 


A basic procedure in estate planning 
involves the division of large estates 
into smaller units through the medium 
of gifts made during lifetime. Both 
estate and income taxes can frequently 
be reduced through such transfers. 
Since, as is well known, rates are higher 
in the upper brackets, lower brackets 
and lower overall taxes will result by 
increasing the number of taxpayers 
with respect to a given situation. 


The gift tax rates are 25% less than 
the estate tax rates. In actual operation 
the differential is much greater. The 
amount given away is removed from the 
top bracket of the estate to which the 
highest estate tax rates apply and is 
subject to tax in lower gift tax brackets. 
The amount paid as gift taxes reduces 
the size of the estate and correspond- 
ingly reduces the estate taxes. The two- 
fold gift tax exemptions — $30,000 
lifetime and $3,000 annually for each 
donee — also contribute to the differ- 
ential. Finally, the marital exemption 
and the “splitting” of gifts add sub- 
stantially to the advantages of making 
gifts. 

The gift tax exemption rules may be 
illustrated as follows: Black is a widow- 
er. He wishes to make gifts of $3,000 
to each of his three sons. None of the 
gifts is subject to tax. If Black makes 
gifts of $13,000 to each of them, he 
would still not be required to pay a 
gift tax because the first $3,000 of each 
gift would be covered by the annual ex- 
emption of $3,000, and the remaining 
$10,000 of each gift, or a total of 
$30,000, would be covered by hs life- 
time exemption of $30,000. If in a later 
year gifts of $13,000 were again made 
to each son, $3,000 of each gift would 
be excluded by the annual exemption. 
The remainder of the gifts would, how- 
ever, be taxed because the lifetime ex- 
emption had already been exhausted. 

If White, a married man, wishes to 
make gifts to his daughters, and he 
elects, with the consent of his wife, to 
“split” the gifts with her, he and his 
wife will each be entitled to the $30,000 
lifetime exemption, and each would be 
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entitled to the annual gift tax exclusion 
of $3,000 for each daughter. Thus, 
White can make gifts this year of $26,- 
000 to each of his daughters without 
paying a tax thereon, because the first 
$6,000 would be subject to the annual 
exclusion and the remaining $20,000 of 
each gift, or a total of $60,000, would 
be covered by the lifetime exemptions of 
$30,000 available to both White and 
Mrs. White. 

If White wishes, he can this year 
make a4 gift of as much as $66,000 to 
his wife without paying a tax thereon. 
This is so because one-half is subject 
to the marital exemption and, there- 
fore, passes to Mrs. White free of taxes. 
The remaining $33,000 is subject to the 
$3,000 annual exemption and the $30,- 
000 lifetime exemption to which White 
himself is entitled and, hence, no taxes 
are payable thereon. 


Savings in Estate Tax 


The estate tax economies that will be 
effected through the medium of gifts 
may be illustrated as follows: 


Assume that Black is unmarried and 
worth $500,000. If he makes a gift of 
$100,000, the tax would be $9,225. How- 
ever, if he does not make the gift, the 
same $100,000 would be taxed for $28,- 
800 at his death. Thus, by making the 
gift, $19,575 is saved. 

White, too, is worth $500,000 and 
wishes to make a gift of $100,000. But 
he is married and elects, for tax pur- 
poses, to split the gift with his wife. 


Size of estate 


$100,000 [S1d100" 
$150,000 
$250,000 
$500,000 
$1,000,000 





Size of estate 


$100,000 [$17,100 
$150,000 | $24,80 
$250,000 
$500,000 
$1,000,000 








George J. Laikin is engaged in the 
practice of tax law in Milwaukee and 
Chicago. He was formerly a Special 
Assistant to the Attorney General of 
the United States handling govern- 
mental tax problems and _ litigation 
for the Tax Division of the Depart- 
ment of Justice, Washington, D. C. 
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planning and on tax matters generally. 
He is a member of the Bars of Wis- 
consin, Illinois, the District of Colum- 
bia and the United States Supreme 
Court. He is a contributing legal edi- 
tor of Trusts and Estates. 















White’s gift tax is, therefore, only 
$2,400. If the gift is not made, the estate 
tax on the same $100,000, assuming the 
maximum marital exemption applied, 
would be $13,800. White saves $11,400 
as compared with $19,575 for Black. 
But, if White is divorced or a widower 
when he dies, so that his estate is denied 
the benefit of the marital exemption, his 
savings would be $26,400 instead of 
$11,400. 


The $3,000 annual exclusions were 
disregarded in these examples. Nor do 
the illustrations take into consideration 
economies effected with respect to ad- 
ministration expenses as a result of the 
reduction in the size of the estate pass- 
ing through probate. On the other hand, 
residents of states having gift tax laws* 


(Continued on page 56) 
*California, Colorado, Louisiana, Minnesota, 


North Carolina, Oklahoma, Oregon, Rhode Island, 
Tennessee, Virginia, Washington and Wisconsin. 
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marital exemption 
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FOR MISSING 
HEI RS 


T has been estimated that several 

billion dollars in unclaimed funds are 
waiting to be paid to the rightful own- 
ers when and if they ever appear. Law- 
yers and trust companies are looking 
for missing heirs, corporations are try- 
ing to clear unclaimed dividends from 
their books, and banks are publishing 
lists of dormant accounts. Finding own- 
ers of these funds is the business of 
Tracers Company of America. 


This company has found hundreds of 
beneficiaries for estates from several 
hundred dollars to $28 million. The 
searches have led all over the world, 
and turned up some “stranger-than-fic- 
tion” experiences. One trust company 
gave them the problem of finding some 
people who had befriended a Japanese 
chauffeur upon his arrival in this coun- 
try and had been left $8,000 in his will. 
When finally located, the people readily 
admitted that they had long since for- 
gotten their benefactor. 


Back in 1920, the president of a mid- 
west bank, while vacationing in South- 
ern France, met and was impressed by 
the talents of an 18 year old girl, the 
daughter of a prosperous innkeeper. The 
bank president induced the innkeeper 
and his wife to allow him to bring the 
young lady to America, where she could 
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act as governess for his children and 
further her studies in music and art. 
The girl was treated as one of the bank- 
er’s family, but in 1925 she married and 
ran off with a man of doubtful character. 
The president later heard that her hus- 
band had died and that she was left 
destitute somewhere in California. 

When the banker died in 1930, the 
girl’s name was listed as a heir. Stocks 
in a leading utility company, amounting 
to $8,000, and $5,000 in cash were left 
as her share in his estate, with instruc- 
tions, in the will, that a due and dili- 
gent effort be made to find her. After 
many unsuccessful attempts by the 
Trust Department of the bank, the case 
was placed with Tracers Company in 
1946. They found that she had returned 
to France in 1936—that her father’s 
fortune was wiped out and that he was 
deceased. The girl and her mother were 
located in a small town along the Ri- 
viera. The stocks had by then almost 
trébled in value. 


Finding the Umbrella Man 


In a surprising number of cases, the 
missing heir turns out to be destitute 
or on relief. When a man died in Cali- 
fornia recently it was found that his 
estate of $156,000 had been left to the 
cashier in his restaurant business who 
could not collect since by California 
law a man cannot cut off his relatives 
in favor of a stranger. 

The only known relatives were two 
brothers who had separated and drifted 
away 25 years earlier. One was located 
with little trouble, but the only clue to 
the other was that he had formerly had 


The Case of the 
MISSING HEIRS 


ANECDOTES FROM THE FILES 
OF PROFESSIONAL HEIR TRACERS 



















a concession for renting umbrellas and 
blankets with a circus. 





Tracers Company started after him 
by the process of elimination by read- 
ing old circus posters, talking to circus 
men in one traveling show after another. 
Finally on Thanksgiving eve, they found 
the missing brother living in dire pov- 
erty in Philadelphia. He was maintain- 
ing a bare existency raising and train- 
ing canaries in his one room cold water 
flat. When told of his good fortune, 
he would not believe it and required 
four hours of persuasion before agree- 
ing to come to New York to see the 
records for himself. 




















The Reluctant Legatee 





In another case, the Tracers firm 
spent nine months looking for the heir 
to a $75,000 New England legacy. They 
finally found a man in Denver whose 
description, photograph, mannerisms 
all tallied perfectly; everything except 
the name but even here the _ initials 
were the same. When informed of his 
inheritance, the man declared it was im- 
possible and swore that he had never 
been east of the Mississippi river. 














This unusual situation was reported 
to the estate’s attorney. He was not sur- 
prised and told the tracer why. It seems 
that this man had previously been treas 
urer of a large corporation in a manu- 
facturing town. In 1929, the city was 
rocked by the news that he was missing 
and had been indicted for losing $60,000 
of company funds in the stock market. 
Although his well-to-do father had 


(Continued on page 53) 
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COMPLETE BANKING AND 








FIDUCIARY SERVICES 
TO MEET EVERY NEED 

: 

( OR MANY YEARS Irving Trust Company 
j Faz been increasing its all-around banking 
\ and fiduciary usefulness to more and more 










( people. 
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) As trustee, executor, administrator—in 
and ( every trust capacity—the Irving offers the 





cumulative knowledge of years of experience. 
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ECURITY Research Bureau of Phil- 

adelphia is a cooperative research 
organization, its sole function being the 
study of railroads and railroad securi- 
ties for the participating member insti- 
tutions. The Bureau was formed in 1935 
by a group of banks in Philadelphia 
and its vicinity” and has since been 
expanded to include a limited number 
of trust companies, savings banks and 
insurance companies located in various 
cities in the- Eastern United States 
which represent railroad security hold- 
ings totalling several hundred million 
dollars. 


The first advantage of any co-opera- 
tive venture in security analysis is that 
it eliminates the necessity for a lot of 
people in different organizations doing 
the same things with needless duplica- 
tion and high cost. Co-operative analy- 
sis is particularly applicable to the rail- 
road security field because of its com- 
plexity, examples of which are given 
below, the large number of companies 
and securities to be covered, etc. The 
basic theory behind the formation of 
the Bureau was the belief that sound 
and comprehensive analysis of railroad 
securities can be obtained only through 
the efforts of a research staff which has 
the necessary background and experi- 
ence and is also adequate in size. 


The alternatives to participation in a 
co-operative enterprise are for each in- 
stitution to hire an expensive railroad 


*Philadelphia Saving Fund Society, Provident 
Trust Company of Philadelphia, Saving Fund So- 
ciety of Germantown and Wilmington Savings 
Fund Society. 
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research staff of its own or do an inade- 
quate job in following railroad securi- 
ties. By sharing the cost among a limited 
number of institutions, the outlay for 
each is a small fraction of the cost of 
an individual staff and at the same time 
the dissemination of the information is 
restricted to a very limited group of 
users. For example, for a trust com- 
pany with $10,000,000 of railroad se- 
curities under supervision the annual 


fee would be approximately $3,000. 


The members of the Bureau do not 
direct its research activities and are in 
no way liable for the quality of the 
information supplied. However, the 
Bureau’s agreement with the institu- 
tions restricts the size of the member- 
ship, limits the renumeration to be 
paid the Bureau’s officers, sets up a 
standard fee schedule based upon the 
size of holdings and provides that any 
excess of receipts over expenditures be 
refunded to the members, pro rata, in 
accordance with the fees paid. 


The Bureau is headed by Philip B. 
Fisher who has devoted over 30 years 
to the study of railroads and railroad 
finance and who developed the method 
of comparative credit analysis, the basis 
of the Bureau’s research work. 


Analysis First Based on Statistics 


In arriving at an evaluation of the 
relative credit standing of a large num- 
ber of railroads both statistical and 
nonstatistical factors must be taken’ into 
consideration. The Bureau’s compara- 
tive credit analyses are based on a de- 
tailed evaluation of past statistical per- 





ENT ANALYSIS 


D SECURITY RESEARCH BUREAU 


by 
HENRY LYNE, Jr. 


Assistant Director 
Security Research Bureau 
Philadelphia, Pa. 


formances. The resulting statistical 
“rating” is then modified in the light 
of nonstatistical factors, such as inform- 
ation received in interviews with rail- 
road managements and others. 


A very large amount of statistical in- 
formation is available from the annual 
and monthly reports of the railroads to 
the Interstate Commerce Commission. 
These statistics, based on a uniform 
method of accounting, have been devel- 
oped by the Commission over an extend- 
ed period of years to disclose the rela- 
tive performance of railroads. While 
some of the published statistics are of 
minor significance the majority are im- 
portant and by properly utilizing this 
basic material and the trends it provides 
it is possible to develop illuminating 
indices and comparisons. The statistics 
which have a significant bearing are 
voluminous, yet should all be taken into 
consideration. 


Unrevealing Figures 


For example, if the necessary statis- 
tics covering only four railroads for a 
sufficient number of years were collect- 
ed, it would be an impossible mental 
task to arrive at a sound decision as 
to the relative standing of each simply 
by studying the figures, since it would 
require mentally determining the rela- 
tive importance of more than two hun- 
dred and fiifty different statistical indi- 
cators per road and, at the same time, 
remembering the performance of the 
roads in all of them. 


Fortunately, all of these significant 
statistics of railroad performance fall 
under the major heading of a few prin- 
cipal phases of railroad operation, such 
as Traffic, Economy and Efficiency of 
Operation, Earnings in Relation to Fixed 
Charges, etc. Hence, by forming an opin- 
ion of the relative importance each to 
the other of the few main factors, break- 
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ing each of these into major component 
parts and weighing each part, the rela- 
tive importance of a large number of 
factors can be judged without omitting 
any of them. 

Thus an overall standard of perform- 
ance is obtained. The actual perform- 
ance, or statistical rating, for each indi- 
vidual railroad is obtained by measur- 
ing its performance in each category 
against the standard and then adding 
the results to arrive at a total credit 
standing count. 


A statistical rating arrived at in this 
way has the advantage that all the sta- 
tistical elements which the Bureau be- 
lieves have a bearing on credit standing 
get into the rating, weighted in accord- 
ance with the Bureau’s opinion of rela- 
tive importance and in a sequence which 
does not require taking into consider- 
ation too many factors at one time. Such 
a rating has the disadvantage that 
wherever judgment is applied it is never 
exactly right. However, it is believed 
to be superior to the only alternative 
method which would be to study the 
relative performance for different rail- 
roads in all the different factors and 
then sit back, “feet-on-the-desk,” and 
attempt mentally to decide the relative 
credit standing of each road. Such a 
method inevitably results in the decision 
being based on the relatively few fac- 
tors that can be carried in the head and 
compared at one time and probably 
fails to give proper weighting to those 
few factors. 


Supplementing Statistics 


The statistical rating is based wholly 
on relative past performance and rela- 
tive trends exhibited in the past and up 
to and including estimates of the cur- 
rent year. Important recent occurrances 
of a favorable or unfavorable nature 
are not adequately reflected in the sta- 
tistical rating and, of course, prospec- 
tive developments of an important na- 
ture are not reflected at all. Accordingly, 
the Bureau puts very strong emphasis 
on frequent, direct contacts with rail- 
toad managements and other first-hand 
sources to get information which is not 
obtainable in any other way. 


In talking with railroad managements 
the questions are directed to the prob- 
lems of the particular railroad and fre- 
quently to the causes of trends shown 
by our statistics. Adverse or favorable 
trends thus exhibited may be due to 
temporary or permanent causes and 
the primary concern is to learn what 
these causes are so as to form a judg- 
ment as to their effect on the future. 
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Centralized facilities for investment 
analysis have proven their advantages to 
institutional investors both in provision 
of extensive and specialized facilities and. 
in saving of expenses. This article, de- 
scribing the operation of such facilities 


covering railroad securities, is the first of 
a series which will include review of joint 
arrangements or bureaus for real estate 
management and mortgage analysis, pub- 
lic utility and industrial security research. 
—Editor’s Note 


From the point of view of Traffic, it 
is essential to know if important new 
sources of traffic are developing or if 
existing sources are drying up or being 
diverted to competitors. For example, 
because the trends in traffic of “Road 
X” over a ten-year period were un- 
favorable as compared with trends ex- 
hibited by “Road Y” and certain other 
railroads in the same district, a study 
was made of the relative trends in ton- 
nage, in revenue per ton and in revenue 
for each important element of “Road 
X’s” traffic, consisting of more than one 
hundred different items, and they were 
compared with the trends of competing 
roads. These trends were then discussed 
in detail with the Traffic Vice-President 
of “Road X” for the purpose of learn- 
ing whether the adverse trends were 
temporary or likely to be permanent. 


Cost Factors and “Depression” Base 


From the point of view of Economy 
& Efficiency of Operation, it is of par- 
ticular interest to learn railroad man- 
agements’ plans for capital expenditures 
to road and equipment and what sav- 
ings in operating expenses, as well as 
other benefits, are expected to result 







Quality - Price Relationship of Long Term Rail Bonds 
(Hypothetical Sample Sheet) 
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therefrom. Since labor costs represent 
nearly two-thirds of the average rail- 
road’s operating expenses, a good deal 
of time is devoted to the study of rela- 
tive trends in labor productivity on in- 
dividual railroads and the steps being 
taken or planned to increase it. In this 
connection, while the large savings in 
operating expenses inherent in the ex- 
tensive use of diesel power have been 
widely publicized, there are many other 
ways by which important savings in 
costs can be accomplished, such as 
modernization of yards, docks and term- 
inals, application of power tools to 
maintenance of way, more modern shop 
equipment, line and grade revisions, 
centralized traffic control, etc. 


Estimating Future Earnings 


Great stress is laid upon the ability 
of railroads to earn their present fixed 
charges at depression levels of traffic. 
Since the changes in rates and costs 
have been so great and have had such 
varying impacts upon the operating 
ratios of different railroads that earn- 
ings in a past depression period are of 
only limited value as an_ indication 
of what a railroad might earn in a 
future depression, considerable time 
has been devoted to estimating earnings 
at a “future” depression level. 

This is done by first recasting the 
income account of each railroad in- 
cluded in our credit rating for specific 
past years at relatively low traffic levels, 
such as 1940, to reflect present rates, 
fares, wages, costs.of fuel and materials, 
payroll taxes and fixed charges. Some 


(Continued on page 51) 
































NE of our country’s best known 

humorist-columnists returned a 
short time ago from a tour around the 
world. My attention was directed to his 
column, one morning very recently. | 
expected something humorous, but what 
I read was an eloquent expression of an 
American’s view of his own country 
after seeing the way of life in other 
countries. 


Perhaps most people do not con- 
sider the very low living standards 
prevailing in the Orient as anything 
unusual. But the average American has 
generally considered England and 
France as among the most cultured, 
modern and progressive nations of the 
world. Yet what I saw of everyday liv- 
ing conditions when I was there in the 
latter part of 1947 made me realize 
more than ever the privilege of being 
an American citizen. 


In London one was fortunate to ob- 
tain such a vital necessity as meat or 
eggs once a week; clothing was obtain- 
able only under a strict rationing sys- 
tem. The telephone, the automobile and 
the radio were still luxuries afforded by 
a comparatively small portion of the 
people. On a very cold evening I was a 
dinner guest at the home of a wealthy 
English merchant. The setting was beau- 
tiful, but the comfort non-existent, the 
only heat was from a small fireplace in 
one end of the room. Countless things 
which we have come to accept as every- 
day necessities are still regarded as 
extravagant luxuries by people in other 
parts of the world. 


Personal Freedoms and Resources 


More distressing is the fact that per- 
sonal liberties in the land of Magna 
Charta are being subjected to ever in- 
creasing restrictions. Under the exist- 
ing governmental regime, one does not 
have complete freedom either to seek 
personal employment or to engage the 
services of others, to buy, to sell or to 
Industrial nationalization may 


move. 
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PLrOTESS ana ine Press 


by 


HARRY M. BARDT 


President, Trust Division, American Bankers Association 
Vice President & Senior Trust Officer, Bank of America N. T. & S. A., San Francisco 


greatly reduce another freedom — the 
free press. Like the average family, our 
people may have countless differences of 
opinion among themselves. A foreigner 
listening to an American often gets the 
impression that everything we do is 
wrong, that the country is full of thieves, 
that we have no statesmen, that we are 
afflicted with factional feuds, that food 
is too high for an adequate meal. But 
any American who visits other parts of 
the world soon learns that the United 
States is a grand place to live, and the 
only country where personal freedom 
still prevails. 


Our free enterprise has built the 
greatest aggregation of wealth in the 
world’s history. Too often this wealth 
is erroneously considered in terms of 
gold or currency, rather than in miner- 
als, plants, and skilled manpower. It is 
the combination of these creative re- 
sources that has brought us the highest 
standard of living known to man. Some 
uninformed critics claim that a sub- 
stantial portion of our population is 
inadequately housed, clothed, and fed. 
But again by comparison with other 
countries, they are enjoying a relative- 
ly high standard of living. 


The Threat and the Bulwark 


There are some people in this country 
who would like to destroy the very 
thing that made this country great— 
free enterprise. They may be classified 
as the self-appointed Messiahs who 
promise the unattainable Utopias, and 
the gullible followers who are hypno- 
tized by the eloquent promises of gov- 
ernmental care from cradle to grave. 
Small as this group is, it is a danger to 
the future of our free enterprise system. 

Our greatest protection against dang- 
erous economic or political ideologies 
and policies is the free press. Honestly 
informed, with their mutual interests 
clearly identified, people generally may 
be depended on to draw common sense 
conclusions. ‘That is a primary job of 
the newspaper and the trade publication. 








Progress in internal development, as 
well as wider understanding of any 
business or profession, is accelerated 
and solidified by an independent trade 
press. The fiduciary business has had, 
for nearly half a century, such a clear- 
ing house of news and channel of com- 
munication. In its new format, TRusTs 
AND EstaTEs takes another constructive 
step in serving fiduciary interests. 


The Value of a Trust Journal 


There is always something new in the 
trust business. To those of us who are 
charged with the responsibility of man- 
agement of trust departments or institu- 
tions, TRUSTS AND EstTaTEs offers the 
means of keeping informed about the 
progress and practices of trust busi- 
ness in the United States and even in 
foreign countries. The magazine is virt- 
ually our bible on the vast variety of 
subjects which confront us. 


We can learn the current thinking 
of our leading industrialists, judges, 
and financiers. We can observe new and 
modern techniques developed by others 
engaged in the trust business and thus 
improve our own operations. To the 
younger group who are looking forward 
to a career in the trust business, the 
magazine is an invaluable friend and 
instructor, where one can acquire much 
of the knowledge essential to make him 
more valuable to his institution, as well 
as to himself—an indispensable element 
in the education of any trustman. 


To all of us in the trust business, 
this magazine is the link through which 
we maintain a closer contact with each 
other and with those national develop- 
ments which, more and more, affect our 
welfare. 


Trusts AND Estates has for many 
years courageously championed _ the 


cause of our prosperity—private enter- 
prise. As a constant reader for more 
than twenty years, I can well appreciate 
its value to those who cherish the 
American way of life. 
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Pp anorama of 
Trusteeship 


by 


LOUIS H. ROSEBERRY 








TRENDS INDICATE POLICIES AND PROSPECTS 


HE trustmen and bank men whom 

I first contacted when I entered the 
trust business in 1912 were senior 
officers — many of them presidents of 
their respective banks. At that time the 
corporate trust business was fairly new 
and looked promising to bank men. 
Thus the heads of corporate institutions 
took a leadership in sponsoring and de- 
veloping the trust business of their 
banks. Doubtless they had rosy expecta- 
tions for its earnings for their banks 
and usefulness to the public. 


But through the years the attitude of 
top management seemed to change from 
one of hope to one of confused think- 
ing, if. not actual disappointment, in 
many cases, over the earnings of their 
trust business. As a result, their inter- 
est has waned and been redirected to 
the banking side. 


Costs vs. Income: Before competent 
analysis of trust department costs and 
net earnings was made, and during the 
time when the earnings from the corpo- 
rate business in such departments were 
high, the business of these departments 
as a whole looked profitable and prom- 
ising, but over the years doubts began 
to arise in the minds of both trust and 
bank management. As a result, a number 
of leading institutions analyzed the ex- 
pense of servicing their trusts, and 
found the margin of net profit either 
thin or, in some instances, actually in 


the red. 


As a result of such studies and dis- 
cussions there has been a definite trend 
to the dual process of effecting econo- 
mies within the department and raising 
schedules of quoted fees, increasing stat- 
utory fees, systematically charging ex- 
tra fees for extra services, and adopting 
other policies to put their business on 
a reasonably profitable “pay as you go” 
basis, The increasing cost of trust ser- 
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vice, as against the more or less static 
condition of fee schedules, has accentu- 
ated this problem. 


Attorney Relations: In the early 
days it was a common practice of trust- 
men actually to draw wills andtrust agree- 
ments and give legal advice on all sub- 
jects pertaining to estate planning and 
the administration of trust accounts. 
This generated unfriendly criticism and 
action from the Bar. Charges of alleged 
“unlawful practice of law” by trust com- 
panies were made by lawyers, suits were 
filed to enjoin this practice, and the 
whole controversy was finally thrown 
into joint committees in various states 
for adjustment and settlement. Many so- 
called “treaties” with the Bar on the 
practices of trust companies in the orig- 
ination and conduct of their trust busi- 
ness were effected. In the main these 
have been successful, but the lawyer- 
trust company relationship is not as yet 
definitely and satisfactorily settled. Un- 
fortunate eruptions occur with too much 
frequency, but the general trend has 
been toward amicable adjustment and 
a better combined service to the public. 
This spirit of cooperation with other in- 
terests such as life insurance men, 
realtors, and others, has been growing. 


Long a prominent leader of the 
trust fraternity, Mr. Roseberry has just 
concluded thirty-six years service with 
the SecurityFirst National Bank of Los 
Angeles where he was, until January 
Ist, vice president in charge of one of 
the largest trust departments in the 


country. The following summary of 
his observations on major trends and 
prospects provides an opportunity to 
view this business in broad perspective 
and focus attention on the more im- 
portant issues facing all trust depart- 
ments. —Editor’s Note 





Protecting Primary Beneficiary: 
The whole trust concept has been grow- 
ing in breadth and usefulness. Formerly 
the interests of the life tenant and the re- 
mainderman, regardless of their rela- 
tionship to or dependency upon the 
creators of trusts, were evenly balanced, 
and the trustee was compelled to treat 
them on an even basis in the admini- 
stration of the trust. 


Through long and widespread experi- 
ence, this concept was found to be, in 
most instances, actually contrary to the 
intentions of the creators of trusts. It 
became clear that the large majority of 
trusts were created for living people and 
that they were the ones intended to be 
primarily provided for; that the re- 
maindermen were usually remote per- 
sons, sometimes unknown at the time 
the trust was created, and purely sec- 
ondary in the fundamental purpose of 
the trust. This caused trustmen to 
change the concept to give preferred 
consideration to closely related living 
beneficiaries and, in most cases, to ac- 
cord only secondary consideration to 
the remaindermen. Inasmuch as_ the 
trust laws of the various states did not 
accord with this new concept, it was 
necessary to draft the trust instruments 
so as to permit this modernized type of 
administration. 


One of the most pertinent solutions 
was the vesting in the corporate trustee 
of broad discretionary powers in the 
use of principal to meet emergency re- 
quirements of life tenants or to provide 
more adequately for their comfort, 
maintenance and support during eco- 
nomic cycles. The result has been highly 
satisfactory to the beneficiaries and 


created a more favorable public opinion 


concerning the value of the corporate 
trustee’s service. It led to less litigation 
and criticism of the trustee, enlarged the 
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public usefulness of the trust device, 
and has warded off much possible ad- 
verse legislation and court litigation. It 
was probably due to this more equitable 
concept that there has been almost a 
total lack of restrictive legislation or 
regulation and control by law or public 
regulatory bodies and officials. 


In former years, the trustee took its 
compensation, largely if not solely, 
from income, which meant the life ten- 
ant bore the entire expense of admin- 
istering the trust, even though the re- 
maindermen benefitted by its manage- 
ment and ultimate delivery to him, cost 
free. Within recent years there has 
grown up the concept of reversing this 
procedure and making the principal 
stand the whole, or at least part, of the 
cost. This is a progressive step, in line 
with sound reasoning, equity, and the 
real desires of the trustors. 


Concomitant with the foregoing de- 
velopment, the annuity-type trust was 
devised, the principal purpose being to 
insure a dependable source of income to 
the beneficiaries. To make this more 
effective it was supplemented with dis- 
cretionary power in the trustee to en- 
large the annuity either through further 
encroachments upon income, if any, or 
use of principal, to meet the annuitant’s 
emergency requirements or rising costs 
of living and improved standards of 
living, in line with the tendency in 
recent years. 


Smaller Estates: In the evolution of 
our business there has grown the con- 
viction that our service was being too 
limited in its usefulness; that the public 
generally and many bankers and trust- 
men believed that only the larger estates 
could be handled by a corporate trustee 
with satisfaction to the beneficiaries and 


profit to the bank. 


A few years ago the Security-First 
National Bank of Los Angeles publicly 
launched a program for settling small 
and medium sized estates, defining them 
as between $1,000 and $25,000. The 
agreeable surprise with which this an- 
nouncement was received by the public, 
as well as the large stream of new wills 
and trust estates which came to this 
bank, was clear indication that the pub- 
lic, under proper circumstances, wanted 
and needed the service of the corporate 
trustee, and that the latter, by limiting 
the unit time for procuring this busi- 
ness, seeing that the will or trust instru- 
ment was simple, and streamlining and 
economizing its own administrative pro- 
cedure, was able to handle this type of 
business at a reasonable profit. 
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Investment Flexibility: Originally 
the investment powers of the trustee were 
in many instances controlled by statutes, 
through limitation to “legal lists.” This 
restrictive legislation proved most ham- 
pering to the trustee and impaired the 
best use of the trust funds and the 
more successful operation of the trust. 
This caused the growth of the “prudent 
man” rule idea, and the enactment of 
such statutes in many of our states. 
These laws are fairly modern and al- 
ready the improved investment of trust 
funds under them is becoming apparent. 


As a companion to this “prudent” in- 
vestment power, there has been grow- 
ing in popularity the provision in trust 
instruments for employment of outside 
investment counselors, mandatory and 
courtesy consultants, and the individual 
co-trustee. Not all plans for dividing 
the investment powers and responsibili- 
ties have, however, demonstrated their 
value. Many have resulted in a compro- 
mise judgment of the corporate trustee, 
a retardation of investment activities, 
and differences of opinions and even liti- 
gation over the proper investment 
course. 

There has been a noticeable accumu- 


lation of information and statistics, im- 
proved legal forms of trust instruments, 


and a streamlining and modernization 


of methods of internal trust administra- 
tion. This is largely the result of inten- 
sive and scholarly studies. 


Modernization of Laws: With the 
increase in the number of corporate trus- 
tees and the volume and great diversity 
of their trust accounts, there has been a 
definite trend in the modernization of 
trust laws and even the codification of 
“trust codes” in some of the states. 
There is still in process of study and 
discussion the advisability of enacting 
into statutes such laws as Uniform Prin- 
cipal and Income Act, Uniform Trustees 
Accounting Act, Standard  Trustee’s 
Powers Act, etc. 


Record of Financial Responsibil- 
ity: During the depression years, when 
property values of all kinds suffered 
heavy shrinkage, it was unavoidable that 
assets in trust accounts also suffered. Di- 
vidends on corporate stock were de- 
creased or suspended, mortgages went in 
default, rents on improved real property 
plunged downward. It was inevitable 
that many disgruntled beneficiaries 
sought to “surcharge” the corporate 
trustee for these unavoidable economic 
conditions. But when such cases were 
appealed to the higher courts almost 
universally the corporate trustee came 


through with its reputation for honesty 
and sound investment judgment un- 
sullied. It is also worth noting that when- 
ever a final judgment was obtained 
against a corporate trustee it was fully 
paid. I know of no instance where a 
corporate trustee has failed to meet its 
legal obligations to its trust accounts, 
however they may have been incurred. 


Common Trust Funds: Worthy of 
especial note is the recent development 
of the common trust fund. Although the 
use of this investment device is relative- 
ly new, it has been found by experience 
and the careful study of experienced 
trustmen and investment students to be 
economical for use by the trustee and 
productive of a better and more stabil- 
ized earning on funds by the trust ac- 
counts. In my judgment, this investment 
device will grow in popularity, useful- 
ness, and successful application, but 
under no circumstances should it be used 
by an individual trustee. 


The Potential Market: Notwith- 
standing the materially improved legal 
and workable form of our trust instru- 
ments, and the skilled and expensive 
technique employed to popularize the 
trust idea and win more customers, the 
growth of the trust bus ness in America, 
substantial though it seems, has not al- 
ways kept pace with the growth of the 
banking business in the same institutions. 
The potential market for trust business 
has scarcely been scratched by the cor- 
porate trustee. The reasons for this lag 
in comparative growth are not readily 
apparent. It would be interesting to find 
out exactly what they are; otherwise the 
trust development is apt to be slow or 
even stunted. It may be that only the 
stronger trust institutions, who have ac- 


‘cumulated a large volume of business, 


will be able to continue. The smaller in- 
stitutions may find that this field of 
activity is not sufficiently promising. 


Taxes and Estate Planning: It was 
early found that the trust device was 
the only way in which the beneficial en- 
joyment of property could be passed 
through several lives and ultimately de- 
livered intact to a remainderman with 
but one tax, imposed at the time of the 


donor’s gift or death. This led to ela-. 


borate and skillful trust draftsmanship 
by both trustmen and lawyers. 


The success of these plans became so 
attractive to men of wealth that profes- 
sional estate planners profited by these 
opportunities. But with the rapid in- 
crease in gift and death taxes even the 
trust device is only partially successful. 
Originally these taxes seemed designed 
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for revenue purposes alone, but it soon 
became apparent that, either intention- 
ally or through their effect, they were 
accomplishing a substantial redistribu- 
tion of wealth at the death of each own- 
er, thus implementing a type of philoso- 
phy which is engulfing the world and 
now finding a firm foothold in America. 


As an enforced result of this inescap- 
able breaking up of large fortunes, the 
ingenious lawyer developed a variety 
of more or less successful pre-admini- 
stration. or tax-minimizing plans. These 
were accomplished through living gifts, 
family corporations, charitable trusts, 
and foundations, etc., with enjoyment 
and in many cases control of the prop- 
perty retained, in whole or in part, by 
the owners or members of his family. 


By-Passing Probate: Coupled with 
plans for tax reduction, there grew up 
a variety of successful plans for probate 
avoidance. Large numbers and values of 
property began to be placed in joint 
tenancy with title passing through one 
or more survivors at the death of suc- 
cessive joint tenants. The United States 
government issued billions of dollars of 
its securities in a legally upheld contract 
form to enable co-owners or a surviving 
beneficiary to take the bonds or their 
proceeds without probate. 


These developments had a major and 
widespread impact upon the business of 
the corporate trustee. Formerly the 
large estates were guided through pro- 
bate by trust institutions as a generally 
accepted procedure. But there is a grow- 
ing tendency to put large fortunes in a 
condition in which they could be enjoyed 
by successive generations without the 
delay, expense and publicity of the pro- 
hate process. Thus, trust companies are 
becoming increasingly interested in the 
smaller and medium-sized estates, where 
the market is broad and the trust com- 
pany can be of public service and, 
through increased volume and stream- 
lined administrative procedures, earn 
an increased and reasonable profit for 
its stockholders. 


Should the time ever come when the 
American capitalistic system is substan- 
tially destroyed and a socialistic or com- 
munistic form of property ownership 
substituted, of course the business and 
usefulness of the American trust com- 
pany will cease. But the prospect of 
this seems dim and remote, as long as 
the American people are willing to fight 
for the principles that made our country 
prosperous. 
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CHARTERED 


United States Crust Company 
of New York 


1853 


Statement of Condition, December 31, 1948 


ASSETS 


Cash and Due from Banks .. . $ 28,375,863.21 


Loans and Discounts . 37,944,031.55 
United States Government Obligations 81,759,646.76 
State and Municipal Obligations 6,685,012.00 
Other Bonds . a ar 3,854,713.24 
Stock of the Federal Reserve Bank 840,000.00 
Real Estate Mortgages . 4,505,723.8] 
Accrued Interest Receivable 555,926.72 
Banking House . 1,400,000.00 

Total . $165,920,917.29 


LIABILITIES 































Capital Stock . . . .. =. =. ~. $ 4,000,000.00 
Surplus Fund 24,000,000.00 
Undivided Profits 1,679,225.70 


Total Capital Fonds $ 29,679,225.70 


Sia a oe oe Fo he ciee 133,239,093.84 
General Reserve ree 1,741,760.11 
Reserved for Taxes, Interest and Expenses . 849,668.48 
Unearned Discount ...... 59,116.82 
Dividend Payable January 3, 1949 350,000.00 
Other Liabilities 2,052.34 

Total . $165,920,917.29 


United States Government Securities are shown at cost amortized to earliest 
call date, all other securities at market value or amortized cost whichever 
is lower. Securities carried at $2,953,707.72 have been pledged to secure 
public deposits and for other purposes as required or permitted by law. 
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NEWS NOTES... 


ABA TRUST CONFERENCE 
HE program of the 30th Mid-Win- 


ter Trust Conference, sponsored by 
the Trust Division, American Bankers 
Association, for February 7-9 at The 
Waldorf-Astoria in New York City, is 
featured by Harvard Professor A. James 
Casner’s address on “Significant Estate 
Planning Considerations Under the 
Revenue Act of 1948.” 


Other addresses on the program are: 

“Management’s Trusteeship,” by H. 
M. Bardt, Trust Division President, and 
vice president and senior trust officer. 
Bank of America N.T. & S.A., San 
Francisco 

“The Presidential Address,” by Evans 
Woollen, Jr.. chairman of the board, 
Fletcher Trust Company, Indianapolis 


“Should Small Banks Have Trust De- 
partments?” by R. W. Steber, trust 
oficer, Warren (Pa.) Bank and Trust 
Company 

“Keys to Effective Trust Advertising,” 
by John B. Mack, Jr., Deputy Manager 
in charge of Advertising Department, 
American Bankers Association. 


“Trustmen and Supervisory Authori- 
ties,” by James W. Allison, vice presi- 
dent, Equitable Trust Co., Wilmington, 
Del. 


“Trustees as Gentlemen Adventur- 
ers,” by Louis S. Headley, president, 
First Trust Co., St. Paul 

“Trust Investment Problems in the 
Coming Years,” by Dr. Marcus Nadler, 
Professor of Finance, New York Uni- 
versity 

“Thorny Problems in the Trust Pro- 
fession,” by Mayo Adams Shattuck, 
Hausserman, Davison & Shattuck, Bos- 
ton 

“National Trends,” by Frank E. Hol- 
man, president, American Bar Associa- 
tion, Seattle.” 


Two panel sessions will be held on 
Tuesday afternoon. The first, “A New 
Look at Customer Relations,” will be 
led by Earl S. MacNeill, vice president, 
Irving Trust Co., New York. The other 
participants are Walter Kennedy, presi- 
dent, First National Bank, Montgomery, 
Ala., Towner Phelan, vice president, 
St. Louis Union Trust Co:, and Swayne 
P. Goodenough, vice president, Lin- 


coln Rochester (N.Y.) Trust Co. 


The second will consist of four Shop 
Talk Sessions on Investments, Common 
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Trust Funds, Employees’ Trusts, and 
Smaller Trust Departments. The respec- 
tive leaders are: Richard P. Chapman, 
executive vice president, Merchants 
National Bank, Boston, A. W. Whittle- 
sey, vice president, The Pennsylvania 
Company for Banking and _ Trusts, 
Philadelphia; Carlysle A. Bethel, vice 
president and trust officer, Wachovia 
Bank and Trust Company, Winston-Sal- 
em; and Gilbert T. Stephenson, Direc- 
tor, Trust Research Department of The 
Graduate School of Banking, American 
Bankers Association. 
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More Common Trust Funds 


Permission to establish common trust 
funds has been granted: to three New 
York City banks by the State Banking 
Department. They are Bank of New 
York and Fifth Avenue Bank, Bankers 
Trust Company and Manufacturers 
Trust Company. The last two named are 
of the discretionary type, while the 
first is a legal fund, Bank of New York 
having operated a discretionary fund 
since 1935 with most satisfactory results. 


The Hartford-Connecticut Trust Com- 
pany has also joined the rapidly grow- 
ing roster of institutions with common 
trust funds, with establishment of a 
discretionary fund on Nov. 1, 1948. 


A @ -& 


Forum on Marital Regulations 


The new regulations governing the 
marital deduction for estate and gift 
taxes constituted the theme of the all- 
day forum conducted by the Practising 
Law Institute in New York on Decem- 
ber 11. The morning session, under the 
chairmanship of Professor William C. 
Warren of Columbia Law School, was 
devoted to analyses of the regulations 
by E. W. Pavenstadt, of White & Case, 
Norman A. Sugarman and James B. 
Lewis, the latter two with the Bureau 
and Treasury Department, respectively. 


The afternoon meeting, presided over 
by Joseph Trachtman, New York legal 
editor of TRUSTS AND ESTATES, consisted 
of papers by George E. Cleary, on the 
use of the marital deduction, and Jule E. 
Stocker, on clauses for wills and trusts. 
A lively feature of the session was the 
planning of a typical case by Mr. Tracht- 
man, Edwin S. Cohen, of Sullivan & 
Cromwell, and Earl S. MacNeill, vice 


president of Irving Trust Company. 





KENTUCKY TRUSTMEN MEET 


HE second annual conference of the 

Trust Section, Kentucky Bankers 
Association, was held December 15-16 at 
Louisville. Robert S. Davis, vice presi- 
dent and trust officer of First National 
Bank and Trust Co., Lexington, was 
succeeded as Section President by W. 
W. Ball, president of the State Trust 
Co., Maysville; John Woods, president 
of the Third National Bank of Ashland, 
was elected vice president; Mrs. Kath- 
leen Hill, assistant vice president and 
trust officer of Farmers National Bank, 
Somerset, was elected secretary. 


The program included the following 
features: 

Investment of Trust Funds: Wayne R. 
Bennett, Continental Illinois National 
Bank and Trust Co., Chicago. 

Estate Planning and Business Devel- 
opment: Maynard D. Conklin, Fifth- 
Third Union Trust Co., Cincinnati. 

How can Administration and Develop- 
ment of Trust Business be made Profit- 
able for Small Country Banks: panel 
discussion by members of Committee on 
Trust Surveys and Studies, led by C. 
H. Cates, First-Hardin National Bank, 
Elizabethtown. 

Effective Trust Advertising: Albert 
Journeay, The Purse Company, Chicago. 

Practical Answers to Personnel, Ad- 
ministrative, and Operating Problems: 
panel discussion led by Lee P. Miller, 
Citizens Fidelity Bank and Trust Co., 
Louisville. 

1948 Revenue Act as it affects Estates 
and Trusts: Paul E. Farrier, First Na- 
tional Bank of Chicago. 


a ae 


Seminar on Estate Planning 


A seminar on Estate Planning in 
Texas under the 1948 Revenue Act was 
held last month in Houston under the 
sponsorship of the University of Hous- 
ton in cooperation with the local bar, 
corporate fiduciary, underwriter and 
accountancy associations. Running over 
a period of two weeks, the five evening 
sessions consisted of two forty-five min- 
ute lectures, plus an hour open forum 
on Use of Life Estates, Powers of Ap- 
pointment, Trusts; Use of Gifts; Re- 
ducing Death Taxes; and Use of Life 
Insurance. The concluding session was 
a panel discussion. Registration for the 
seminars totalled 138. 
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EPORTING of both the business 

and human sides of trust service 
has progressed a long way from the 
days when public, or even stockhold- 
er, information was confined to the 
terse notation “Qualified to act in all 
Fiduciary Capacities.” While the more 
progressive trust banks now include 
various interesting trust features in 
their annual reports, only a compilation 
drawn from many sources shows the 
possibilities for a well-rounded presenta- 
tion. 


The great growth of business to a 
point where the trust asset volume often 
exceeds that of the bank, and the need 
for wider understanding of fiduciary 
functions and advantages, merit better 
presentation in the annual report. Stock- 
holders are entitled to know the essen- 
tial facts about so major a responsibil- 
ity; furthermore, they are a most logical 
source of business. Many banks invite 
or urge stockholders to use the trust 
services without indicating what they 
are or why they are valuable. A mere 
list or recitation is meaningless. 


The need for trust information in 
bank reports is also emphasized by re- 
sults of public opinion polls, which 
show that few people dealing with banks 
know they provide any fiduciary service. 
A survey conducted for the Trust Com- 
panies Association of Ontario conclu- 
ded: “A large percentage of Trust public 
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Percentage of gross income by classes: 
First Trust Company of Saint Paul (a 
strictly fiduciary institution). 









Trust Department Reports 


REVIEW OF 200 ANNUAL REPORTS 


A TRUSTS and ESTATES STUDY 


relations issues hinges around the prep- 
aration and publicizing of reports. 


“Each report should project the Trust 
Corporation as a_ socially-conscious, for- 
ward-looking organization. 


“Tt should express the ‘personality’ of 
the company, and thereby possibly boost 
the standing of the whole business. 


“As a large percentage of trust custom- 
ers- and potential customers are women, 
feminine interests and psychology should 
be taken into account throughout, from 
preparation to publicizing.” 


What to Include 


Any published information should be 
of two parts: what the publisher wants 
to tell, and what the potential readers 
want to know. The Roper survey, re- 
ported at the 1940 Mid-Winter Trust 
Conference of the American Bankers As- 
sociation ( T & E Feb. 1940, p. 133) is 
still a good cue to the latter. Or a return 
card could be inserted with the annual 
report inviting further data. Excerpts 
from reports of trust activities of 62 
banks, published in the April, May and 
July 1947 issues give a synopsis of types 
of information given. 


Most interesting suggestions were 
made by Gilbert T. Stephenson, A.B.A. 
Director of Trust Research, in a 1939 
address, (T & E April 1939, p. 486) 
““A New Kind of Statement,” in which 
he proposed that, instead of simply 
stating dollar figures, a trust-bank might 
tell its contributions to civic and human 
welfare in terms of the number of 
children for whom a home or school or 
job was found, the number of widows 
dependent on their trust accounts, the 
number of charitable educational or 
other public institution beneficiaries, etc. 


“What a Trust Institution Should 
Tell” is the title of a pamphlet published 
by the American Bankers Assn. in 1943. 
A review of reports of leading corpora- 
tions, particularly those featuring com- 
munity or public relations comments, is 
also suggestive of topic and treatment. 


Canadian and Australian trust com- 
panies match the best reports in the 
United States, the 70th annual report 


of the Trustees Executors & Agency Co. 
of South Australia devoting six pages to 
outlining its functions, scale of charges, 
comparative earnings and assets, and 
list of corporate advantages. 


Introducing the Trust Report 


Most reports of strictly fiduciary 
companies, like most commentaries on 
trust operations in reports of a commer- 
cial bank, open with a statement about 
the earnings or growth in assets; or they 
name the services performed. Relatively 
few have yet adopted a more “newsy” 
or human angle at the start, though more 
and more are doing an excellent job of 
this in the body of the report. 


Interesting possibilities for opening 
remarks are suggested by the following 
excerpts: 


“The growing complexities of investment 
policy and of taxation have commanded 
the attention of all with any property or 
wealth to protect. The services of the De- 
partment, consequently, have become more 
and more valuable to customers in connec- 
tion with their daily problems of this 
nature, as well as with reference to ulti- 
mate disposition of their estates.” AMER- 
1cAN NATIONAL Bank, Nashville, Tenn. 


“Your Bank is called upon to act as 
guardian, trustee, advisor, and financial 
counsellor to families and organizations 
for whom funds have been left in trust. 
To initiate investment programs for them 
that will yield highest return with the 
most substantial security; to make trusts 
produce current income to sustain minors, 
and at the same time remain intact for 
later use; to manage the expenditure of 
funds, by selected charities in such a way 


Breakdown of size of estates administered by 
National Trust Company Limited, Toronto 
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as to faithfully carry out the intent of the 
donor...” Otp NaTIoNnaL BANK in Evans- 
ville, Ind. 


“In recent years the making of arrange- 
ments for the most effective disposition of 
an individual’s property, generally known 
as Estate Planning, has involved not only 
the most economical disposition of capital 
and income, with the least amount of 
shrinkage by reason of taxes and other ex- 
penses, but also the careful planning of 
a person’s will and other testamentary dis- 
positions for the benefit of those who are 
to receive the estate. A periodic review of 
one’s will and estate plans are essential in 
these times, and during the year we have 
collaborated with the attorneys and insur- 
ance advisors of many customers in the 
analysis and preparation of estate plans.” 
American Security & Trust Co., Wash- 
ington, D. C. 


An exceptionally pertinent introduc- 
tion was that by Otto Wismer, president 
of Bankers Trust Co. of Detroit, in his 
1947 report, in which he noted that “the 
economy of the nation may be divided 
into four basic divisions, each having 
to do with property citing 
those engaged in extractive industries, 
in manufacturing, in transportation and 
in personal service. A paragraph explan- 
ation of each type of trust service fol- 
lows this. 


Consider and Correct Delusions 


In addition to the features and topics 
concerning a banking institution de- 
scribed in the survey “Modern Reports 
for Banks” (T & E, Nov. 1948, p. 382) 
any report of trust department or com- 
pany activities needs to take into account 
the usual delusions about this generally 
mysterious business. The annual report 
is not a sales manual, but it can generate 
definite reactions and create wider un- 
derstanding. That has been conclusively 
shown by readership tests of industrial 
reports. 

Most people think of a trust depart- 
ment as being “reserved for million- 
aires.” This can be easily corrected, 
among readers, by giving the facts. The 
Fort Worth (Texas) National Bank car- 
ried the statement that “70% of the 
total number of personal trust accounts 
now being serviced are $50,000 or below 
and yet conveyed the fact that 
this was a large department by adding 
that this group represented only 10% 
of the total assets of all personal trust 
accounts. 


The Fidelity- Paeaiyate Trust Co. 
reported that “55% of our trust accounts 
have average principal value of $30,000 
or less.” The American National Bank 
of Nashville remarked that a recent sur- 

disclosed more than three-fourths 
of the personal trusts in the department 


in size” 


January 1949 





were valued at less than $100,000, with 
many under $20,000, while each year 
many estates of less than $10,000 each 
were administered. 


Cost and Investment Misconceptions 


Another common delusion is: that 
professional or bank service costs too 
much. The United States Trust Co. of 
New York faces this one squarely by 
citing the charges (last year on invest- 
ment advisory accounts) and the annual 
minimum. Canadian trust companies 
such as Toront8 General Trusts Corp. 
and a few others have set forth the fees 
for various services, and a “Scale of 
Charges for acting as Executor, Admini- 
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strator or Trustee” is detailed in each 
annual report of established and pros- 
pering fiduciaries as far away as the 
Executor, Trustee & Agency Co. of 
South Australia. Some remark that the 
same fees are set, by law or custom, for 
a trust corporation as for an individual. 
Girard Trust refers to their .advertise- 
ment “If You Have $1000. You Have 
an Estate,” and repeats the executor fees 
therein shown. 

Still another frequent misconception 
is that a trust company does not care 
about the yield and buys only govern- 
ment bonds, selling good earning assets 
from the portfolios received. Indicative 
of what can be done to correct this view 
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The pene sign and on ieee in our Malas alibee do" not all the 
whiake story. Behind them is a ‘real tale of living men aad women and 


children—the beneficiaries of the trusts we administer. Our first duty 


is to them and we are glad that the Henne as shown hereunder, _ 


depicts an ever-increasing number of people whom we serve. 


ASSETS UNDER ADMINISTRATION 


0,311,815]. 


A page from an annual report of Canada Permanent Trust Co., Toronto, Canada 











are such reports as that of the First 
National Trust & Savings Bank of San 
Diego, which shows the following: 


aia $7,705,178 
Common & Pichernel Seick: 4,056,395 
Real Estate 1,284,830 


Real Estate Loans & Sundsies 1,171,714 
Fund “A” (Common Trust) — 1,685,927 
I ete eS . 1,603,840 


There is no reason why a more detailed 
classification might not be provided 
showing all the major types and amounts 
or percentages invested therein. 

Other misunderstandings which stand 
in the way of confidence and business 


relations also deserve to be corrected or 
interpreted “on the record.” 


Since time and space are usually as 
limited to the bank as to the recipient 
of a report, it is well to distinguish 
between the more static and the change- 
able or newsworthy features or data. 
Explanations of services, corporate ad- 
vantages and safeguards, fee scales, his- 
tory of institution, and policies of ac- 
ceptance and administration, should all 
be recorded. But not being subject to 
annual change, they may better be pro- 
vided through a booklet such as the 
“Official Pamphlet” recently adapted 


BROOKLYN TRUST 


COMPANY 


MAIN OFFICE: 
177 Montague Street 
Brooklyn 2, N. Y. 


NEW YORK OFFICE: 
26 Broad Street 
New York 4, N. Y. 


Condensed Statement of Condition, December 31, 1948 


RESOURCES 


Cash on Hand and due from Federal Reserve 


Bank and Other Banks 
U. S. Government Securities . 
State and Municipal Bonds . 
Other Securities ; 
Loans and Bills Dhaiitinel 
Bonds and Mortgages 
Bank Buildings 
Other Real Estate . 


Customers’ Liability on Aaiueans 
Other Resources 


$ 73,785,996.21 
125,719,975.35 
5,957,850.32 
2,272,634.66 
32,947,796.65 
1,000.00 
2,500,000.00 
1,000.00 
7,217.65 
659,161.63 


$243,852,632.47 





LIABILITIES 


Capital 

Surplus... . 
Undivided Prokes : 
Reserve for Contingencies 


Dividend payable 1a 3, 1949 


Deposits 
Acceptances Outstanding 


Reserve for Taxes, Expenses, etc. 


$ 8,200,000.00 
5,800,000.00 
1,734,047.57 
856,692.27 
205,000.00 
226,292,997.19 
7,217.65 
756.677.79 


$243,852,632.47 


United States Government and State and Municipal bonds 
carried at $20,634,865.32 are pledged to secure public 


deposits and for other purposes, 


as required by law. 


One of the Oldest Trust Companies in the United States 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
NEW YORK CLEARING HOUSE ASSOCIATION AND FEDERAL RESERVE SYSTEM 
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by some American trust companies from 


‘those of the English trustee companies. 


Obviously, few people outside of 
studious parties-at-interest will, year 
after year, wade through a detailed ex. 
planation of the various trust services, 
or explanation of how a fiduciary op- 
erates. But popularly interesting views 
and news about the business can be 
presented to good effect. 

The Girard Trust Co. of Philadelphia 
and the Detroit Trust Co. present two 
of the most all-round attractive outlines 
of trust activities, with eye-catching illu- 
strations. Other trust banks prefer to 
feature one or more services, sometimes 
varying from year to year. The recent 
emphasis has been on Estate Planning, 
Employee Benefit, Family Business and 
Investment Management services. The 
Provident Trust of Philadelphia lists 
twenty different businesses for which it 
is now acting as trustee, from dairies to 
retailing. Girard Trust describes its 
F.B.G. service, remarks its variety of 
experience over 110 years, and includes 
replica of an advertisement on this and 
on Investment Management on the back 
cover, Lincoln Rochester Trust Co. of 
Rochester, N. Y., gives a brief “case 
history” on arranging a_buy-and-sell 
plan, in a color side panel in its report. 


Who Are These “Trustees”? 


Since personal confidence, like ap- 
preciation of need, is prerequisite to the 
creation of any fiduciary business, it is 
surprising how few banks feature their 
trust management personnel. This is the 
personality of the “inanimate corpora- 
tion, the human side with which people 
would have to deal, and on whose judg- 
ment and experience they would have 
to rely. Peoples-First National Bank of 
Pittsburgh carries a half-page of photos 
of top trust executives with comment 
that the 22 officers and 102 other em- 
ployees of the department include “spe- 
cialists in administration, investments, 
taxes, real estate, accounting, etc.” 

Granite Trust of Quincy, Mass., gives 
biographical sketches of the four new 
trust officials elected during the year, 
while others, like Union Trust of Spring: 
field, Mass., carry photos of the trust 
heads with notes relating to scholastic or 
law degrees or civic affiliations, etc., oF 
cite the phase of management of which 
each is in charge. Canada Permanent 
Trust Co. of Toronto notes that 19 
members of its staff are taking the 
Trust Course conducted by Queens Uni- 
versity, which gives “excellent training 
in Accounting, Law, Corporate Finance 

‘(Continued on page 47) 
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FIDELITY. PHILADELPHIA 
TRUST COMPANY 


Organized 1866 
Statement of Condition, December 31, 1948 


DIRECTORS 


LEDYARD HECKSCHER 
THOMAS D. M. CARDEZA 


LAWRENCE SAUNDERS 
President 
W. B. Saunders Company 


GEORGE WHARTON PEPPER 
Pepper, Bodine, Stokes & Hamilton 


ROBERT DECHERT 
Barnes, Dechert, Price, Smith 
& Clark 


MARSHALL S. MORGAN 


PHILIP T. SHARPLES 
Chairman of the Board 
The Sharptes Corporation 


W. FINDLAY DOWNS 
President 
Day & Zimmermann, Inc. 


JAMES H. ROBINS 
President 
American Pulley Company 


ADOLPH G. ROSENGARTEN, JR. 
Stradley, Ronon, Stevens & Young 


STANLEY W. COUSLEY 
President 


FRANCIS J. CHESTERMAN 
President 
The Bell Telephone Company of 
Pennsylvania 


ORVILLE H. BULLITT 


THOMAS B. K. RINGE 
Morgan, Lewis & Bockius 


MALCOLM ADAM 
Vice-President 
The Penn Mutual Life Insurance 
Company 


H. HOFFMAN DOLAN 


PAUL DREWRY FOX 
Treasurer 
The Pennsylvania Railroad 
Company 


HOWARD C. PETERSEN 
Executive Vice-President 


JOHN STEWART 
President 
The Donner Corporation 


ASSETS 
$ 55,295,390.33 


Cash on Hand 
and Due from Banks. 


U. S. Government 
Securities 59,085,761.62 


State, County and Ninaiiiael Securities . 
Other Securities. . . 
Stock of Federal niin Bank 
Loans . 
Mortgages . 
Investment in Fidelity idling Cicsecttink 
Branch Office, 325 Chestnut Street 
Vaults, Furniture and Fixtures 
Real Estate. _ 
Accrued Interest Sisintvclile 
Prepaid Taxes and Expenses 
Other Assets 
Total Assets 


LIABILITIES 


$ 899,938.59 
193,104,133.90 
633,592.46 
608,725.06 


Deposits 
U.S. Treasury 
Other Deposits . 
Other Liabilities . 
Reserve for Interest, Taxes, etc. 
Reserve for Contingencies . 
Total Liabilities and Reserves 
Capital Funds 
Canttal. ....... § 67OGCGR00 
Surplus. . . ae 13,300,000.00 
Undivided Profits , 5,045,850.83 
Total Capital Funds . 


Total Liabilities, 
Reserves and Capital Funds 


2,000,000.00 


$114,381,151.95 
21,642,412.28 
11,692,885.25 
600,000.00 
67,797,172.95* 
1,484,071.44 
2,889,117.48 
100,000.00 


505,428.56 
81,060.87 
489,034.77 
$222,292,240.84 


$ 197,246,390.01 


25,045,850.83 


$222,292,240.84 


*After deduction of Reserve for Bad Debts of $325,000.00 as permitted by Com- 


missioner of Internal Reverue. 


United States Government obligations and other securities carried in the above 
statement are pledged to secure Government, State and Municipal deposits, 
Clearing House Exchanges, and for fiduciary purposes as required by law in the 


sum of $37,240,502.74. 


STANLEY W. COUSLEY, President 


BROAD AND WALNUT STREETS, PHILADELPHIA 9 


Member Federal Reserve System 


January 1949 


Member Federal Deposit Insurance Corporation 





INHERITANCE... 
_A basic aeal a 


OOKED at from one direction, the 

descent of property on an individ- 
ual basis seems utterly indefensible. 
Many thinking people regard it as so 
irrational and unjust as to be wholly 
incompatible with modern social 
thought. Why should some individuals, 
born into this world, find themselves 
the recipients of great wealth, while 
others arriving by the same process, dis- 
cover themselves born to poverty? 
Neither has willed his lot, and neither 
has done anything, good or ill, to de- 
serve it. The descent of property on the 
basis of consanguinity seems particular- 
ly outmoded in a democratic society 
where all men are supposed to be equal 
and to start with an equal chance. 
Theoretically they may be equal in op- 
portunity, but it is nonsense to say that 
they are so in fact when they start with 
such unequal advantage. 


Criticism of the rules of descent nat- 
urally extends to the will-making power. 
Chance characterizes the first, and whim 
the second. Why should the wealth of 
the world be transferred once in a gen- 
eration in response to these two freakish 
forces? It is neither socially just nor 
economically desirable. It showers 
riches upon individuals without regard 
to merit or desert; it vests the control 
of our economy with no consideration 
of the ability of the recipients to manage 
it for the common good. 


American Radical’s Position 


So goes the argument; and it must 
be granted that when thus presented it 
is very persuasive. It makes a special 
appeal to the idealist and the social 
planner. President Conant of Harvard, 
in an article entitled “Wanted: Ameri- 
can Radicals,” some time ago voiced 
this position in unequivocal language. 
The Radical of which America stands in 


need, he said, 
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by 


LOUIS S. HEADLEY 


Mr. Headley is President, First. Trust 
Company of Saint Paul, St. Paul, Minn. 


“believes in equality of opportunity, not 
equality of rewards; but he will be lusty 
in wielding the axe against the root of in- 
herited privilege. To prevent the growth of 

a caste system which he abhors, he will 

be resolute in his demand to confiscate 

(by constitutional methods) all property 

once a generation. He will demand really 

effective inheritance and gift taxes and 
the breaking up of trust funds and estates. 

And this point cannot lightly be pushed 

aside, for it is the kernal of the radical 

philosophy.” 

It may seem strange that an institu- 
tion against which so much sound criti- 
cism can be leveled should have contin- 
ued for so long a time; for it comes out 
of the mists of antiquity. Recorded his- 
tory gives no indication of a time when 
it did not exist. We must believe that 
it is co-evil with man himself. It is ac- 
cepted, in some form, among free 
peoples, virtually the world over today. 
Such a sturdy creature must have some 
explanation. It is strange enough to ex- 
cite the curious; and perhaps an ex- 
planation, if one can be found, will 
suggest a satisfactory reason for its 
existence, for institutions which have 
persisted for a long time tend to justify 
themselves. 

It is not uncommon for the unlet- 
tered to assume that so ancient a way 


of mankind with his property rests upon 
a natural right. If this were so there 
would be no need to look elsewhere for 
explanation; for natural rights are in- 
herent in man as man, and are not sus- 
ceptible of other justification. The right 
to property is not, however, a natural 
right but the creature of law; and the 
right to inherit property surely cannot 
rise higher than the thing with which 
it deals. The Supreme Court of Wiscon- 
sin years ago declared otherwise, but in 
this position it stands virtually alone 
among our courts and legal philoso- 
phers. Inheritance and the power to 
will are not natural rights. 


But granted that this is so, one would 
suppose that institutions so rooted in 
human ways would be securely based 
on constitutional guarantees and _ the 
common law; but strangely enough such 
is not the case. Inheritance is a creature 
of domestic law. The State gives and 
the State may take away. There is noth- 
ing in the Federal Constitution to re- 
strain the states from legislating upon 
the subject as they please; and the states 
have kept themselves remarkably un- 
fettered, in this area, by fundamental 
law. In fact, a legislature might, with- 
out any constitutional objection, abolish 
inheritance and the will-making power 
altogether. Yet it would be a bold, even 
a reckless, legislator who would attempt 
it, for these customs are so deeply im- 
bedded in our jurisprudence as to seem 
not even to require constitutional pro- 
tection. The explanation is not to be 
found in this area. 


Pragmatic Basis 


Other attempts have been made to 
explain inheritance on very practical 
grounds. If “necessity begat property.” 
so, it may be argued, necessity begat 
rules for its transmission upon death. 
Possession is the foundation of prop- 
erty, and possession is lost upon the 
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death of its owner. Society could not 
tolerate the confusion which would oc- 
cur if ownership of orphaned property 
were to vest in the person who first 
assumed a new dominion over it. Ac- 
cordingly, one of the first concerns of 
all organized societies has been to es- 
tablish rules to raise up new ownership 
in property which has been set adrift 
by the death of its former tenant. 


The theory provides a plausible ex- 
planation for inheritance; necessity re- 
quires it. Yet it fails to explain why 
property has been allowed to descend so 
universally to the next of kin. Why did 
it not go to the king or the lord of the 
manor, or to the strongest man in the 
community, who in a free fight would 
most likely be the winner? Blackstone 
attempts an answer to the second ques- 
tion. It is that members of the family 
are the ones who would most likely be 
around the death bed and thus have 
the first opportunity to take possession 
of the property. He observes, in support 
of his thesis, that other members of the 
household, such as servants, were often 
allowed a share in the estate, presum- 
ably for the same reason. While the 
suggestion is ingenious it hardly seems 
adequate to account for so important 
a practice. 


Other Explanations Not Valid 


Still other attempts have been made 
in recent times to explain individual in- 
heritance on moral grounds. The insti- 
tution, proponents of this theory say, 
has social values and has been adopted 
by the state for objective reasons. In- 
dustry and habits of thrift are stimula- 
ted by the knowledge that acquired 
property can be transmitted after death. 
Men work harder and’ save more if they 
know that by so doing they can pro- 
vide for those who are the natural or 
chosen objects of their bounty. Further- 
more, the descent of property to the 
next of kin tends to foster family solid- 
arity. All of these results are regarded as 
social goods and, it is believed, are suffi- 
cient to account for the rule. 


There is an element of truth in each 
of these observations. Certainly a re- 
sponsible father labors, in part, to make 
sure that his family will be provided 
for should he die before its members 
become self-supporting; it is socially 
desirable that he should do so. The or- 
ganization of society through families, 
with their accompanying loyalties, has 
always been considered valuable, per- 
haps more so in the past than today; 
and the institution of inheritance of 
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family wealth undoubtedly tends to 
strengthen family ties. 

Yet none of these considerations 
seems enough to account for so import- 
ant a practice. Apart from the fact that 
even highly developed societies rarely 
act as objectively as the argument would 
suggest, it must be recognized that the 
prospect of disposing of property after 
death is but a minor factor in cultiva- 
ting the virtues of industry and thrift. 
A man may be somewhat more stimu- 
lated to activity if he knows ihat his 
accumulations will be available for his 
loved ones after he is gone; but the ar- 
gument runs out when the objective is 
reached. If this were the only incentive, 
or even the most important one, his 
activities would cease when the goal had 
been accomplished. Yet the acquisitive 
instinct extends far beyond the needs 
for family support. Moreover, it has 
yet to be demonstrated that bachelors 
and married men without dependents 
are any the less aggressive: in a busi- 
ness way than are others. 

As to group loyalties, it can hardly 
be said that they are greater in families 
of wealth than in those of poverty. Often 
it is quite the reverse. 


THE 


If we are going to be realistic in our 
attempt to explain the institution of 
inheritance and ‘the transmission of 
property by will, we must go back to 
a human impulse far stronger than any 
of those mentioned. Only the most prim- 
itive instinct of all seems adequate to 
account for this virtually universal and 
timeless custom, and that is self-interest. 
The living, in all ages, have found the 
greatest satisfactions in their property 
by having the rule as it has been and 
still is. They like it that way. You may 
not be able to take it with you, but you 
can have a lot more fun with your little 
estate while you live if you can control 
its disposition after you are gone. 


Corroborating Evidence 


All sorts of gratifications, some great 
and some small, some noble and some 
almost contemptible, can be paraded as 
evidence. There is the respect, or at 
least the attention, which is paid to 
a man of property by prospective heirs. 
Some of it may be sycophantic and in- 
sincere; but on the other hand it may 
be genuine, a prepayment of gratitude 
for things which are to come. There is 
a softening of the neglect which so easily 


of MULTITUDES © 


* 


Gives 


a Oldest Will Known | 


The oldest known will was uncovered by the noted Egyptologist, Dr. Flanders Petrie, 

engraved on the wall of a tomb Gizeh. The will, that of Prince Nekure, was executed 

about 2601 B.C. and was so wholly modern in form that it might almost be granted 
probate in the courts of today. 
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overtakes the destitute. There is the 
warmth of satisfaction in knowing that 
dear ones will benefit from one’s suc- 
cess. 


This may extend beyond care for 
the immediate group, to include the 
building of public hospitals and colleges 
and the establishment of charitable 
foundations of the broadest nature. The 
objects may be the most exalted; and it 
need not detract unduly from the motive 
to suggest that there may be an element 
of self-satisfaction in all of them. One’s 
name may be attached to the building or 
the foundation; but even though it is 
not, one’s influence for good will be felt 





perhaps through the ages. The rewards 
may not be large in comparison with 
the values to be left, but at least the 
owner can squeeze a little more enjoy- 
ment out of his property if he knows 
that it will descend to individuals who 
are near and dear, or if he can dispose 
of it as he likes after he is dead. 


Then, too, there is a sense of living on 
after the body is broken, if one’s wishes 
can dominate over property for a second 
or third generation. The gratification is 
immediate even though the control is 
remote. For some men this is as close 
to immortality as they ever hope to 
come. However cynical the critic may be, 
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the selfish desire of human beings to 
get the most out of their property is but 
an expression of the first law of nature. 
The power to transmit things of value 
to those who come after does bring a 
multitude of satisfactions which would 
be lost if it did not exist. Therefore, it 
exists; selfishness wills it that way. 


The benefits to the living to be de- 
rived from the will-making power obvi- 
ously are far greater than those through 
uncontrolled inheritance. Heirs whose 
rights could not be cut off early tended 
to become headstrong and self-import- 
ant. To get the fullest measure of value 
out of his accumulations it was neces- 
sary that the owner be allowed, upon 
death, to dispose of it as he liked. The 
power to will, accordingly, was early 
recognized as desirable and protected 
by civil law. The explanation is the 
same as for inheritance; testamentary 
power gave the living increased satis- 
faction from their property; it had its 
origin in self-interest, and it has con- 
tinued for the same reason to the pres- 
ent day. 


Subject to Limitations 


Firm as the foundation for our rules 
of descent seems to be, the structure 
which has been erected upon it is far 
from inviolate. It has undergone many 
alterations to conform to the current 
and common desires of the living. Other 
interests than those associated with the 
ancient practices of will-making and in- 
heritance have had to be reckoned with. 
One of these is that none shall become 
too rich. Individuals are unhappy when 
disparities become excessive. And if the 
rules of descent operate unduly to cause 
disparity, the living do not hesitate to 
change them. 


Ordinarily collateral factors have op- 
erated to make drastic changes unneces- 
sary. The division of fortunes among 
a number of heirs has tended to pre- 
vent objectionable accumulations in any 
one place. Moreover, an aggressive pop- 
ulace has generally seen to it that the 
incompetent are deprived fairly soon of 
their unearned legacies. “Three genera- 
tions from shirt-sleeves to shirt-sleeves” 
has been more common and effective 
than we think. Aggregations of riches 
through continuous inheritance have 
not been sufficiently serious until re- 
cently to make necessary any substantial 
surrender of the satisfactions which at- 
tach to the old laws of inheritance. 

Now, however, the component desires 
seem to be pulling in another direction. 
Viewing great accumulations of wealth, 
largely in personal property, beyond 


TRUSTS AND: ESTATES 









Ch 
passe 
B / 
presi 
tiona 
estat 
belie 
ever 
will 
tion 
wom 

Mi 
quea 
incor 
the ] 
at th 
and 
estat 
effect 
paid 
cover 
awar 
holdi 
nant 
the ¢ 
decis 
ing, 





Jant 


> to 
but 
ure, 
alue 
ga 
yuld 


>, it 


de- 
bvi- 
ugh 
10Se 
ded 
ort- 
ilue 
ces- 
pon 
The 
arly 
sted 
the 
ary 
itis- 
its 
-on- 
res- 


ules 
ure 
far 
any 
rent 
her 
the 

in- 
ith. 
yme 
hen 
the 
use 
» to 


the possible needs of dependents, often 
unrelated to family solidarity, carrying 
with them vast economic and _ social 
power, the advantage of virtually un- 
restricted inheritance on an individual 
basis seems outbalanced by the desire 
that none shall become too rich. The 
resultant has been an important modi- 
fication of our laws of descent and dis- 
tribution. Heretofore, organized society 
has been remarkably reticent about vest- 
ing ownership of any part of a deced- 
ent’s estate in itself. That reticence has 
disappeared. Society has recently seen 
fit to divert a substantial segment of 
abandoned property to its own use. 


The most profound change in modern 
times in the distribution of the property 
of a decedent has been effected by our 
inheritance and estate tax laws. These 
exactions are commonly referred to as 
“taxes” but in effect they represent a 
drastic amendment of our laws of de- 
scent, and a distinct limitation upon the 
will-making power. They are a proper 
exercise of the legislative authority; 
but they are a definite surrender of 
some of the old benefits of inheritance 
to accomplish a supposed benefit of a 
different nature. 


Record Tax Refund 


Check for $2,822,602.78 (shown below) is 
passed by Internal Revenue Collector Marion 
H. Allen (left) to N. Baxter Maddox, vice 
president and trust officer of the First Na- 
tional Bank of Atlanta as executor of the 
estate of Conkey Pate Whitehead. This is 
believed to be the largest federal tax refund 
ever given an individual estate. The money 
will eventually go to the Whitehead Founda- 
tion for the benefit of “poor, white Christian 
women of the Southeast.” 


Mr. Whitehead, who died in 1940, had be-f 
queathed his estate to charity, subject to life f 
incomes to his mother and widow, provided 


the latter had no children nor was pregnan 


at the time of her death. The Government } 
and the bank differed on the valuation of the 
and thef 
effect of the pregnancy provision. The bank | 
paid the assessment in 1945 and sued to re-} 
cover. A District Court jury in April, 1947} 
awarded the bank $2,000,000 plus interest, f 
holding that Mrs. Whitehead was not preg-} 
nant and the gift to charity legal. Last July, § 


estate (nine against five million) 


the Circuit Court of Appeals sustained this 
decision, The bank was represented by Spald- 
ing, Sibley, Troutman and Kelley. 
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The purpose behind these laws is 
undoubtedly more social than fiscal. 
The amount produced by death taxes is 
comparatively small in the total budgets 
of government. Their social ‘conse- 
quences, however, are great. They oper- 
ate to cut down family fortunes and to 
make each generation depend more 
completely upon itself. They tend to 
equalize individual opportunities and 
to reduce the elements of chance and 
whim. They will probably remain as 
long as the need to balance basic human 
desires continues. 


Tempered Selfishness 


But it seems equally probable that 
the institutions of inheritance and the 
testamentary disposition of property, 
along with private property itself, will 
not disappear so long as men remain 
free, or until the millennium has come, 
for they are grounded on human nature. 
Selfishness, in its grosser forms, may be 
an ignoble quality, but it is planted 
deep in our makeups. The purpose to 
survive and to advance as individuals 
has brought us thus far on our way. In 
the jungle it has crude expressions. But 
it is not too much to expect that as man- 
kind progresses self-interest will enter 
other realms than the material. The 
baser features will be supplanted by the 
more refined. 


The process is already apparent in 
cultivated men. Their greatest satisfac- 
tions are spiritual, exhibiting them- 
selves in altruistic acts and concern for 
the welfare of humanity. Though the 
motive is basically selfish, the fruits of 
their selfishness are for the common 


good. Without the motive the fruit 
might never develop. This may be the 
out-working of our human problem. It 
may be that in a. completely ordered 
society, brought about not by despotism 
but by the perfection of the human 
spirit, man’s desire for property and its 
benefits will disappear. But until that 
comes, private property and institutions 
built around it are likely to continue. 


This is not to say that our man-made 
laws will remain static. God forbid! 
There is little danger that we rwill be- 
come enmeshed in the past. In a dynamic 
society, such as ours, blessed. with a 
fair number of “American Radicals,” 
but blessed, also, with men whoscan test 
the temper of contemporary human na- 
ture, we will move on with reasonable 
and acceptable speed. Selfishness will 
continue to demand the fruits of prop- 
erty in some form, even to the end. 
Inheritance taxes will operate to pre- 
vent dangerous excesses. There will al- 
ways be a reasonable balance between 
the two objectives. Beneficiaries of the 
present system, if they are wise, will 
apply themselves and their fortunes to 
useful purposes; for it will weigh the 
balance in their favor. Their attitude, 
however, will not be controlling in the 
larger issue; it is not for the heirs that 
the institution was built. Justification 
from that direction is impossible. But 
at least we have found an explanation 
for a practice which has been in ex- 
istence since man became man; the laws 
of inheritance are what they are because 
the living have found their greatest sat- 
isfaction in having them that way; and 
perhaps that is justification enough. 
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FPRA CONVENTION HIGHLIGHTS 


PUBLIC RELATIONS AND ADVERTISING SESSIONS 


HE convention of the Financial 

Public Relations Association, held 
at Hollywood, Fla., during the week of 
November 29, heard reports on many 
different types of successful trust and 
public relations projects. The former are 
reported on page 40. 


Raymond K. Meixsell of Troy Sav- 
ings Bank reported the story of how his 
organization developed their successful 
program (T&E July 1948 p. 52). S. H. 
Chelsted, vice president of the Peoples- 
First National Bank & Trust Co. of Pitts- 
burgh outlined the success which his 
bank has had with their Economic Meet- 
ings, organized in 1940 as a service to 
correspondents and corporate execu- 
tives, in part as follows: 


“The Economic Meeting was devel- 
oped as a result of a survey which indi- 
cated that most bankers and corporate 
executives were unable to keep abreast 
of printed economic forecasts and had 
difficulty in summarizing all of the opin- 
ions in order to make direct applications 
to their own business. 


“At the time of the first meeting the 
bank had some 80 correspondents who 
were invited to attend the meeting and 
to bring their bond lists, statements, and 
problems. They were unanimous in 
their opinion that it was the most help- 
ful form of service the bank could per- 
form for its correspondents. Today, 
with over 500 correspondent banks, it 
has become necessary to limit attendance 
to not more than two officers from each 
bank. We attribute the growth of our 
correspondent bank list largely to this 
one service. 


“In addition, it was decided to invite 
the President and Treasurer of the larger 
corporations to attend a meeting in the 
late afternoon, at which time the econo- 
mist would speak again. The attendance 
of corporate executives has increased 
from the original 200 to as many as 
1,600 at recent meetings. These meetings 
are held in the famous Duquesne Club, 
starting at 4 o’clock and continuing for 
one hour. The messages delivered have 
been the subject of innumerable execu- 
tive meetings, sales meetings, and the 
basis of decisions for plans of expansion 
and procedure. They are commonly re- 
ferred to by those who attend as the 
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finest bank public relations activity ever 
experienced.” 


Discussing radio as an advertising 
medium for banks, Daniel W. Hogan, 
Jr. of City National Bank & Trust Co. of 
Oklahoma City, noted that radio con- 
sumed 49% of the average American’s 
leisure time and cited examples of the 
influence of radio on life in this country. 
Mr. Hogan urged serious consideration 
of this medium for bank advertising, 
perhaps more suitably for banks which 
seek personal and savings accounts. It 
is suitable to every advertising approach, 
from lofty institutional to high pressure 
selling, but it is consistency that counts.” 


Television Scores 


George A. Watts, of the Corn Ex- 
change National Bank & Trust Co., Phil- 
adelphia, described some of the pheno- 
menal merchandising successes achieved 
by advertisers using television in the 
Philadelphia area. The speaker said that 
with over $250 million dollars of capital 
invested already and the industry still 
in its infancy, banks should familiarize 
themselves with its problems not only 
as a very potent advertising tool, but in 


preparation for financing segments of 
the industry. 


“Any man charged with new business 
promotion for a bank, should gain or- 
ganized cooperation of the bank’s direc- 
tors and its officers,” Walter H. Bischoff 
of Old National Bank, Evansville, Ind., 
told the convention. “While directors 
often have influence with the largest ac- 
counts, officers are in contact with a 
much greater number of prospects. New 
business effort should not be limited to 
deposit accounts, but should extend to 
borrowing, trust, investment and other 
services which the bank offers.” 

Delegates at the general session heard 
Richard W. Trefz, president of the 
Beatrict (Nebr.) State Bank remark, 
“The farmer of today is the new busi- 
nessman class in the United States .. . 
he is a businessman with a capital in- 
vestment greater than that of the aver- 
age small-town merchant.” Mr. Trefz 
pointed out that many country banks 
are supplementing their staffs with the 
addition of agricultural experts, a move 
that is paying handsome dividends in 
increased business. Discussing his own 
bank’s program, the speaker said: 





Courtesy of American Banker 


Newly elected officers of the Financial Public Relations Association pose in front of 
the Hollywood Beach Hotel, Hollywood, Fla., following their election reported last month. 
Left to right are shown: President Allen Crawford, First Vice President John N. Garver, 
Second Vice President Philip K. Barker, Third Vice President Hugh J. Bernard, Preston E. 
Reed, executive vice president, Robert Lindquest, outgoing president and Chester L. Price, 


outgoing treasurer. Not in the picture is Harve H. Page, new treasurer. 
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“Farmer good-will is stimulated by 
special prizes at the County Fair and a 
three-day barbeque served to patrons 
during the Fair. Promoting our air con- 
ditioned community room struck a re- 
ceptive chord. It is available without cost 
to any civic or non-profit group. In the 
second year of its existence it has been 
utilized by 122 groups with 4,114 parti- 
cipants.” 


A report on the status of the FPRA 
slide film program was presented at 
the Visual Education Clinic by Chair- 
man Gordon M. Malen, Advertising 
Department, First National Bank of 
Minneapolis. $18,300 production costs 
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of the films have been offset by $18,800 
in revenue from the sale of some 125 
film sets, in addition to the sale of pro- 
jectors. Showings among bank employ- 
ees, both new and old, have met with 
excellent reception, the only criticism 
coming from a few old employees who 
felt that too-rapid advancement was 
shown for a character in one of the 
films. “Very favorable” were the results 
of a showing by the First Wisconsin 
National Bank of Milwaukee before a 
series of customer relations clinics held 
for employees by a local utility com- 
pany. 
Careful Planning 


The importance of carefully planned 
showings was emphasized. Points for 
consideration were: familiarity with 
projection equipment, audience comfort, 
absence of distractions, limit on time 
spent in screening and a chance for em- 
ployees’ questions at the end. It was 
the consensus that while films were 
certainly effective for employee training 
purposes, their greatest value lay in use 
before the general public, particularly 
to show how banks can help the average 
citizen in his daily life, and the impor- 
tance of banking through the years. 

“The deepest untapped reservoir in 
business today is the unused productive 
capacity of the individual person,” de- 
clared A. Gordon Bradt of the Continen- 
tal Illinois National Bank & Trust Com- 
pany of Chicago in an address on “De- 
veloping and Maintaining A Training 
Program” at a Personnel departmental. 
Mr. Bradt gave three specific areas of 
activity in a bank where these unused 


capacities could be released and applied 
“jobs done by individuals, develop- 
ment of management ability, and cus- 
tomer relations.” 


Releasing of these capacities, through 
an “adequate process of education and 
training” set up as a distinct depart- 
ment with the major responsibility as- 
signed to a senior office, should include 
visual education in specific jobs and in 
bank customer relations. He said that 
when visually analyzed, the training 
time to effectively learn a job can be 
cut from 50 to 85%. 


“Every person in a bank may be fully 
equipped with knowledge and experi- 
ence to handle his banking job, but un- 
less he is inspired by what he is doing— 
by a full understanding and apprecia- 
tion of the services he makes possible 
through the banking system and his part 
in it — he is not likely to give his best 
performance. One can be very well edu- 
cated and still accomplish little for his 
bank or for his own advancement with- 
out such motivation.” 
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NALU Committee Chairmen 


Max M. Margolis, C.L.U. with Sun 
Life at New Bedford, Mass., is the cur- 
rent chairman of the National Associa- 
tion of Life Underwriters’ Committee on 
Relations with Trust Officers. The com- 
parable committee for attorneys is 
headed by Harold Smyth, of National 
Life of Vermont at Hartford. Alfred J. 
Ostheimer, III, with Northwestern Mu- 
tual in Philadelphia, is chairman of the 
Committee on Pension Trust Law and 
Legislation. 
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Statement of Condition, December 31, 1948 


RESOURCES 


Cash and Due from Banks $ 674,458,774.29 
United States Government Obligations 1,132,234,194.34 
Other Bonds and Securities 68,027 ,926.90 
Loans and Discounts 458,734,635.66 
Stock in Federal Reserve Bank 4,500,000.00 
Customers’ Liability on Acceptances 1,922,284.48 
Income Accrued but Not Collected 6,650,180.56 
Banking House 9,900,000.00 


$2,356,427,996.23 





Deposits $2,159,926,637.03 
Acceptances 1,954,426.48 
Reserve for Taxes, Interest, and Expenses. . . 6,866,059.04 
Reserve for Contingencies 18,107,975.36 
Income Collected but Not Earned 520,284.04 
Capital Stock 60,000,000.00 
Surplus 90,000,000.00 
Undivided Profits 19,052,614.28 





$2,356,427,996.23 


United States Government obligations carried at $225,309,978.34 
are pledged to secure public and trust deposits and for other 
purposes as required or permitted by law 


Member Federal Deposit Insurance Corporation 
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ESTATE ANALYSIS 


ACTION 


GREAT number of our readers 

have requested discussions of cases 
in this column. Not without some reser- 
vations, I shall take up a “run of the 
mine” one. However, because of the 
variation in the laws of different juris- 
dictions, I must confine myself to gen- 
eralities in the hope that what is said 
will be considered as suggestive only. 


At the outset let me once again empha- 
size that Estate Analysis is merely an 
arithmetic picture of the estate and its 
present plan, and that Estate Planning 
not only involves corrective procedures 
based upon the mathematics of the estate 
but must take into account the charact- 
eristics of the estate owner and each 
beneficiary, the wants and desires of the 
estate owner, his plans for his lifetime 
and the types of individuals with whom 
he is associated in his business activity. 


Consistent with these convictions, 
particular stress is laid on the relation- 
ship that all elements in the estate and 
its plan bear to its purchasing power, 
rather than merely upon taxes, liquid- 
ation or distribution. Any adverse sit- 
uation. or any corrective procedure is 
significant in the ratio of its impact 
upon such purchasing power. 


eS 
ore 
by 
HEMAN T. POWERS 


Powers System of Estate Analysis, Cleveland 


The data on this case are as follows: 
The estate owner, “H”, is fifty-two years 
old. He is married for the second time. 
His wife’s age is fifty. He has a son, 
age thirty-one, by his first wife, who is 
associated with him in the business and 
who he wishes to succeed him when he 
dies. He has a fifteen-year-old daughter 
by the second marriage. He owns 1,500 
out of 2,000 authorized and outstanding 
shares of voting common stock in a 
corporation which manufactures ship- 
ping containers. 


“H” has a will in which he makes 
cash bequests of $10,000 each to his 
sister and brother. He devises the family 
home to his wife and bequeathes to her 
outright the furniture, rugs and all 
other personal effects. The residue of 
his estate is to be held in trust, the terms 
of which are as follows: 


The entire net income is to be paid 
to his wife for her life and upon her 
death the stock in the corporation is to 
be paid over to the son. All other prop- 
erty is to be held for the benefit of his 
daughter until she attains age fifty at 
which time this is to be turned over 
to her. “H” states that it is his desire 
to divide his estate, trust funds and in- 


SCHEDULE I — ASSETS 


Item 


RR ee 

Listed Stocks ——...... : 
Stock in Close Corporation 
Personal Effects 

Notes Receivable — 
Home (Solely owned) *** 


Amount 
$ 8,000 
160,000 
330,000 
22,000 
15,000 
50,000 


Est. Tax Value 
$ 8,000 
160,000 
394,200 
22,000 
12,000 
50,000 


Manner of Passing 


Testamentary Trust 
Testamentary Trust 
Testamentary Trust 
Special Bequest 
Testamentary Trust 
Special Devise 





Total 


Government “E” Bonds — 
Miscellaneous ~~. 
Miscellaneous 

Insurance -—........ 


Grand Total 


(*) Does not qualify for marital deduction. 


$585,000 
13,000 
50,000 
100,000 
100,000 


$848,000 


$646,200 
13,000 
50,000 
100,000 
100,000 


$909,200 
(**) Qualifies for marital deduction 


Beneficiary Regist’n 
Irrevocable Trust 
Revocable Trust 
Insurance Trust 


(***) Not included in probate estate in State in which “H” resides. 


Schedule IT — Taxes 
Gross Estate 
812 (b) Deductions 


Administration Costs (est.) 
Does ee Cees 
Widow’s Allowance 

Marital Deduction 
. oh Se eee ae es ee 
Personal Effects - 
Home 


$909,200 


20,250 
31,790 
30,000 


. $ 13,000 
22,000 
50,000 


Total Deductions 167,040 


Net Taxable Estate $742,160 
Tax 
Gross Tax ee ee 
Maximum Credit _.... SS 20,016 
Minimum Tax _...._ «(189,384 


surance equally between his two chil- 
dren and therefore directs that if the 
value of the stock at the time of his wife’s 
death is in excess of the property to 
be set aside from all sources for the 
daughter, enough of such stock is to be 
included in her share of the trust fund 
to make both shares equal. By the same 
token if the stock of the corporation is 
less in value than such other property, 
enough of the latter is to be included in 
the son’s share to make the portions of 
the two children equal. The executor 
and trustee, a corporate fiduciary, are 
authorized to retain all property pos- 
sessed by “H” at his death, and are di- 
rected to retain the corporation stock. 


In 1938, “H” created an irrevocable 
trust, reserving the income to himself 
and directing the trustee, upon his 
death, to pay the income to his wife 
for life and upon her death, to retain 
the trust fund and pay the income to his 
daughter until she attains age forty- 
five, at which time there is to be a final 
distribution. The present value of the 
trust is $50,000. 


“H” is likewise the donor of a re- 
vocable trust, the principal of which 
is $100,000 and the terms of which 


are similar to the irrevocable trust. 
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He has created a life insurance trust 
to which all of his life insurance, $100,- 
000 in amount, is payable. With the ex- 
ception of authority given to the trustee 
to loan money to, or buy property from, 
the estate, the terms of this trust are 
similar to those of the irrevocable and 
revocable trusts. The corporate fiduci- 
ary appointed in his will is also named 
as trustee of these three trusts. 


The holdings of “H” are shown i 
Schedule I. 


Taxes and Other Cash Requirements 


In view of the differences in rates as 
well as other variations in the State tax 
statutes, the gross U. S. Estate Tax is 
used here to represent both U. S. and 
State Taxes. The computation is shown 
in Schedule II. Cash requirements, in- 
cluding taxes, are indicated in Schedule 


If. 


In the accompanying hypothetical liq- 
uidation of Cash Requirements of $294,- 
940, it has been assumed that the exe- 
cutor will receive, during the period of 
administration, a six-month dividend 
from the corporation and at least one 
quarterly dividend on the listed securi- 
ties. It is likewise assumed that he will 
receive at least one-twelfth of “H’s” 
salary from the corporation. The 
amounts used to represent these items 
are net. 


Use Insurance Trust Money? 


A review of the general assets indi- 
cates that the only items available in 
the probate estate for completing the 
liquidation of the cash requirements are 
the close corporation stock which the 
estate owner desires shall be retained, 
the personal effects and the home. There 





Schedule II — Cash Requirements 


Current Bills and Accounts _....__. $1,000 
Taxes 

Realty {on heme) 751 

% est. income tax — 6,139 
Mortgage on home (18,000) 

Annual pay’t on principal —______. 1,500* 


Come see 900 


Funeral & Last Illness — 5,000 
Cash Bequests 
Tepe tae 10,000 
Col. ee ee eee 10,000 
OS eS a a 30,000 
Total Cash Requirements 
Before Transfer Costs —____. $ 65,290 
Transfer Costs 
Aaa = 20,250 
Gross U. S. Estate Tax __________. 209,400 
Total Cash Requirements $294,940 


(*) It is assumed that the home will pass 
subject to the mortgage. It will, however, be 
necessary to make the annual payment on 
principal along with current interest. 
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Liquidation of Cash Requirements 


Cash or Equivalents: 
Cash on hand and in bank __.. $ 8,000 


Notes Receivable (collectible value) 12,000 
Listed Stocks (market changes 
OGIO) © xn et 160,000 
Dividend from Corporation —_. 12,000 
Dividends on Listed Stocks __.. 1,560 
One month’s salary due “H” 2,500 
$196,060 
Can Greene ere $ 98,880 





is, of course, the life insurance trust 
where the trustee is authorized to loan 
money to, or buy property from, the 
estate. There is a question, however, 
as to whether a trustee will feel justified 
in making a new investment of trust 
principal in property that does not con- 
form to the rule for prudent investing. 

It has been my observation that a 
substantial portion of the stock of close 
corporations will not qualify under the 
prudent investment rule. In many of 
these cases the estate owner has created 
an insurance trust for the primary pur- 
pose of providing a means of getting 
life insurance proceeds over to the exe- 
cutor for liquidation purposes. It seems 
to me that there is an obligation on the 
part of the corporate fiduciary, which 
has been named trustee of such a trust, 
or the planner who recommended it, or 
the attorney who drafted it, to measure 
the probability of the fund’s being used 
for what it was intended and, in case of 
any doubt, to make whatever modifica- 
tion that may be necessary to assure the 
availability of the cash. 

In the case now under consideration, 
I would go no farther with the analysis 
until the matter had been discussed with 
the trustee, for it is apparent that unless 
the funds payable to the insurance trust 
will be available, not only will the de- 
sires of the estate owner be frustrated 
but there is a strong likelihood of a 
serious loss in the sale of the stock. 
While a loan might be secured, while 
some expedient might be employed, the 
worst that could happen would bé the 
forced sale of the business. In estate 
analysis we must, within the limits of 
practicality, always assume the situa- 
tion that will obtain when all alterna- 
tives fail. 

Notwithstanding what has been said, 
we will assume that the trustee will pur- 
chase enough stock to fund the above 
deficit, namely 450 shares at their book 
value of $220, for a total of $99,000, 
which will bring about a cash surplus of 
$120. Discussion of this case will be 
continued in next month’s column. 
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WILL OF JOHN DOE 


This is the third installment of Mr. 
Small’s model will continued from the 
December issue, page 502. Readers are 
again invited to add comments to those 
already received, which will form the 
basis of an “epilogue” to the series. 


Article 8. General Powers of Executor 
and Trustee 


The Executor and Trustee and/or a 
substitute or successor for either shall 
have these general powers: 


1. General Grant. In addition to, with- 
out limiting or being limited by, all com- 
mon law and statutory powers and all 
specific rights, powers, and duties herein 
declared, with respect to all matters of 
the Estate and Trust Estates and all 
property with which said estates are at 
any time concerned, the Executor and 
Trustee shall have all rights, powers and 
duties, may do all such acts, may take 
all such proceedings and may exercise 
all such rights and privileges as if the 
absolute owners thereof and which I 
would have and could do if I were per- 
sonally present in absolute ownership and 
control. 


2. Services of Others. When neces- 
sary, the Executor and Trustee may em- 
ploy attorneys, accountants, investment 
counsel and other professional advisors, 
and determine whether or not to act upon 
their advice. They may employ other 
agents, and to any of the above they may 
delegate such duties and authority as 
may be reasonably necessary and proper. 
They may pay for such services and al- 
locate the expense to any estate and/or 
beneficiary and to principal and/or in- 
come. 


3. Administrative Expenses. The Ex- 
ecutor and Trustee may pay all neces- 
sary and reasonable expenses in the ad- 
ministration and management of their 
respective estates, including compensa- 
tion to themselves. 


4. Custody of Property. The Executor 
and Trustee are entitled to the custody 
and control of all monies, property, secur- 
ities, evidences of title, documents, 
papers, books of account, personal or 
business correspondence, and other phys- 
ical objects necessary or helpful in the 
execution of their rights, powers, and 
duties; and they may give valid and bind- 
ing receipts therefor. 

5. Debts and Claims. The Exeéutor 
and Trustee have full power to determine 
the amount and terms of obligations own- 
ed by and to their respective estates. As 
to claims against my Estate or a Trust 
Estate, they may adjust, compromise, 
arbitrate and/or contest and defend, and 
as to any claim settled upon they may 
carry, extend, renew and/or refinance 
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the same. As to any claim by my Estate 
or a Trust Estate, they may adjust, com- 
promise, arbitrate, abandon and/or sue 
upon, and as to any claim settled upon 
they may carry, extend, renew and/or 
refinance the same. All such action may 
be taken from time to time, upon such 
terms and with or without such security 
as they may consider advisable. 


6. General Power to Contract. The 
Executor and Trustee may negotiate, 
make, execute, acknowledge and deliver 
all contracts, conveyances, evidence of 
indebtedenss and other instruments which 
they may consider necessary or desir- 
able, at such times and on such terms as 
they think proper in their uncontrolled 
discretion. 


7. Powers are Severable. Each and 
every power granted herein is severable 
one from the other, and all powers grant- 
ed as to each trust are severable from 
powers granted as to any other trust. 
Powers granted as to each trust terminate 
as of the date for final distribution of 
that Trust, and thereafter until final dis- 
tribution in fact, the Trustee shall have 
powers identical with those theretofore 
held. No original power may extend be- 
yond the period allowed by the Rule 
against Perpetuities. 


“Hold on, Jack Ellford! I happen 
to like the bank I work for and I 
won’t have you going around calling * 
ita...er... fiduciary.” 


8. Opening of Trust Estates. My Ex- 
ecutor is not required to delay creating 
the Trust Estates herein provided until 
closing of my Estate, but may transfer 
money and property to a Trustee from 
time to time as it considers desirable. The 
powers and duties of the Corporation 
Management Trust commence with my 
death, and the beneficial interest of my 
wife in the Marital Trust vests upon my 
death. 


9. Closing of Estate. My Executor 
may close my Estate at any time accept- 
able to the probate court, and the Trus- 
tees are required to perform any uncom- 
pleted duties of my Executor. 


10. Duties to Exercise Powers. It 
shall be the duty of the Executor and 
Trustee to exercise any of their powers 
as are necessary or beneficial to their 
estates. They will take direct control 
and custody, be prudently active and 
vigilant, protect their property and make 
it productive. 


11. Decisions and Their Effect. 


a. It is the duty of the Executor and 
Trustee to use diligence and make such 
decisions as are required for the admin- 
istration of their estates, and it is the 
duty of all parties dealing with them and 
of all beneficiaries to advise them when 
any decision is required, such as a change 
in status of a beneficiary. 


b. In all decisions and actions, the 
Executor and Trustee may rely upon such 
things as prudent men rely and act upon 
in the transaction of their own business. 
They may rely upon documents and 
things believed to be genuine and upon 
evidence believed to be true and suffi- 
cient. 


ce. No judicial approval or order of 
court is necessary in the making of any 
decision or the doing of any act by the 
Executor and Trustee. 


d. Lawful decisions and acts of the 
Executor and Trustee are binding upon 
all parties, interests, and estates. 


12. Protection of Third Parties. 
Parties dealing with the Executor and 
Trustee are not required to investigate 
or determine their authority, or the valid- 
ity, or the advisability of the transac- 
tion, to see to the proper exercise of 
powers, or to follow the disposition of 
monies and property delivered to the 
Executor or Trustee. 
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13. Dealings Between Executor and 
Trustee. The Executor and Trustee of 
any Trust created by this Will and the 
Trustee of any other Trust in which the 
former and/or any beneficiary may be 
interested, may deal with one another in 
every manner considered for the best 
interest of my Estate as a whole and of 
the beneficiaries, although the result may 
be detrimental to an individual estate. 
In such dealings I expressly authorize the 
Executor and Trustee to exercise any of 
the powers herein granted. 

Article 9. Management and Investment 

In the management and investment of 
their respective estates, the Executor and 
Trustee and/or a successor or substitute 
for either of them shall have these pow- 
ers and be governed by these pro- 
visions: 

1. Rule of Management. In taking 
over, managing, investing, and controll- 
ing their respective estates, the Executor 
and Trustee shall exercise the judgment 
and care, under the circumstances then 
prevailing, which men of prudence, dis- 
cretion and intelligence exercise in the 
management of their own affairs, not in 
regard to speculation, but in regard to 
the permanent disposition of their funds, 
considering the probable income as well 
as the probable safety of their capital, 
and in addition the purchasing power of 
income distributable to beneficiaries. In 
the management, investment, and distri- 
bution of their estates they will consider 
vested beneficiaries their primary inter- 
est and responsibility and will consider 
contingent and remainder beneficiaries 
their secondary interest and responsibil- 
ity. They shall recognize that the powers 
granted herein are for positive and af- 
firmative use for the primary purpose of 
accomplishing my intentions as expressed 
in this will, and secondarily for the pro- 


tection of the Executor and Trustee. This 
Rule of Management applies to the per- 
formance of all duties and to the exer- 
cise of all powers, although as to some 
the Executor and Trustee may be re- 
lieved of responsibility for the results of 
action taken in accordance with the pro- 
visions of this Will. 
2. Investment Powers. 


a. Within the limitations of the fore- 
going Rule of Management, the Executor 
and Trustee are authorized to acquire 
and retain every kind of property, real, 
personal, or mixed, and every kind of 


‘investment which men of prudence, dis- 


cretion and intelligence acquire or retain 
for their own account, whether or not 
such investments are authorized by law 
for trust funds. 

b. Without limiting the foregoing, 
they are authorized to invest in: Bonds, 
debentures, and other corporate obliga- 
tions; stocks, preferred or common; 
shares in investment trusts; mortgages; 
life insurance policies and options either 
as provided in the policy or by contract 
with the insurance company; annuity 
contracts even though affecting other 
present or prospective beneficiaries; and 
common trust funds. 

3. Deposits in Banks. The Executor 
and Trustee may maintain working bal- 
ances on deposit in banks, and, for rea- 
sonable periods pending investment, they 
may deposit principal funds. Such de- 
posits may be in its own or other banks 
and will be protected as provided by 
North Carolina law and by all govern- 
mental bank deposit insurance then avail- 
able. 

4. Original Investments. The Execu- 
tor and Trustee may exercise a broad dis- 
cretion with respect to the retention, li- 
quidation, sale and/or distribution of in- 
vestments owned by me at my death. 


TRUST SERVICE 
IS ONE OF THE 


SPECIALTIES 
OF THE SOUTHEAST’S 


OLDEST NATIONAL BANK 


FIRST NATIONAL BANK 


ATLANTA, GEORGIA 
Member Federal Deposit Insurance Corporation 





ll ——————————— 
eee nee 


January 1949 


trust 


They are expressly authorized to retain 
such original investments for such pe- 
riods as to them may seem advisable, 
even though they represent an undue pro- 
portion of my estate, are inherently haz- 
ardous, are wasting in nature or unpro- 
ductive, or are otherwise disqualified for 
investments. They may retain 
shares of stock in their own banking cor- 
poration. 


5. New Obligations. The Executor and 
Trustee may borrow money for the bene- 
fit of their respective Estates, and may 
secure new or existing obligations of 
their Estates by pledge, mortgage, or 
deed of trust on property of the Estate. 
In purchasing property they may assume 


and give liens thereon. 
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6. Management of Corpus. The Exe- 
cutor and Trustee may manage the real 
and personal property of their respective 
Estates as they think best. Illustrative 
of their powers, they may: Abandon, 
adjust boundaries, add to, alter, convert, 
demolish, improve, insure, maintain, re- 
build, repair, replace, and replenish. 

7. Contracts and Conveyances Affect- 
ing Title. The Executor and Trustee priv- 
ately or publicly may negotiate any con- 
tract affecting the title to properties of 
their respective estates, and on any terms 
they may make, execute, acknowledge and 
deliver any such contract and/or con- 
veyance. Illustrative of this power, they 
may: Give an exclusive agency for sale; 
buy; dedicate for public purposes; grant 





or receive easements; exchange; lease 
and sublease for any term (irrespective 
of term of estate); mortgage; option or 
buy option; partition; make party-wall 
agreements; pledge; purchase; accept, 
impose or release restrictions; sell; sub- 
divide, and vacate subdivisions; and lease 
or sell wasting assets. 

8. Participation in Business. To the 
extent that my Estate or a Trust Estate 
is or becomes interested in any business, 
whether proprietorship, partnership, or 
corporation, other than Doe Manufactur- 
ing Corporation, the Executor and Trus- 
tee shall have all the rights and powers 
of the Trustee in the Corporation Man- 
agement Trust established in Article 4 
of this Will. 
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CONDENSED STATEMENT OF CONDITION, DECEMBER 31, 1948 


ASSETS 


Cash on Hand andin Banks .... 


2 0 e© © © © $ 232,251,046.07 


United States Government Securities. ..... 536,038,119.21 
State, Municipal and Other Securities, including 

Stock of the Federal Reserve Bank .... « -« 67,616,629.14 
Loans and Discounts . .<«+«+seeceececeeece 257,401,879.28 
Bank Premises. .«2«eecececcsecececceeee 3,830,111.42 
Other Real Estate ««ccceccceeveevecee 1.00 
Other Asseté. ccccecercceceveevee ee eee 3,016,690.98 


a ££ oo 8 O:e Ce a, eee $1,100,154,477.10 


Capital Stock ...+-s-s 
Surplus . 
Undivided Profits 
Reserve for Contingencies . . 


Total Capital Funds 


DEPOSITS 


Commercial and Savings . . $1,015,729,953.30 


Estates and Corporate Trust . 


Accrued Taxes, Interest, etc. 


LIABILITIES 
$ 13,800,000.00 
26,200,000.00 
7,497,519.46 
2,660,720.67 
«+--+ $ #£450,158,240.13 
28,870,267.84 1,044,600,221.14 
oe’ be & ee . 3,428,178.14 
eo ee a ee ee 1,967,837.69 


Other Liabilities ..... 


Total . . 6 6 © «© © © © «© «© $1,100,154,477.10 


Contingent Liability on Loan Commitments—$16,287,500.00 





United States Government Securities carried at $64,735,762.50 are pledged to secure U. S. Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law. 





Assets are shown NET after deducting Reserves. 


Ohio’s Largest Bank 
welcomes individuals and corporations 
seeking new or additional banking services. 
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9. Registration of Securities. With or 
without disclosing the fiduciary relation, 
and with or without power of attorney 
for transfer attached, the Executor and 
Trustee may hold securities or other 
property: 

a. In its own name. 

b. In name of bearer. 
‘' @ In name of a nominee. 


d. In name of some other person, part- 
nership or corporation. 


10. Voting of Securities. The Execu- 
tor and Trustee may vote any securities 
held by them, however _ registered, 
through any officer, agent or proxy, dis- 
cretionary or otherwise, with or without 
power of substitution. They may partici- 
pate in pooling agreements and voting 
trusts. 

11. Exercise of Options. The Executor 
and Trustee may exercise all rights, op- 
tions and privileges of conversion and 
subscription, may advance or borrow 
money therefor and/or may sell the 
same. 

12. Participation in Reorganizations. 
The Executor and Trustee may partici- 
pate in any plan involving organization, 
finances, property, management and/or 
operations of any sole or joint enterprise, 
partnership, or corporation in which 
their respective estate is interested. Un- 
der this power they may participate in 
the incorporation, dissolution, reincor- 
poration, reorganization into a partner- 
ship or proprietorship; consolidation or 
merger; readjustment of financial struc- 
ture; liquidation by whatsoever means; 
and any other adjustment. They may 
cooperate with or oppose any protective 
committee, deposit trust property with 
and delegate discretionary power to such 
committee, and share in the payment of 
expenses and assessments with respect to 
such committee and the trust property. 
They may accept and hold any securities 
and property resulting therefrom, of 
whatever type or value. 

18. Handling Mortgages. In the hand- 
ling of mortgages and other such secur- 
ities the Executor and Trustee shall have 
complete power to act in their discretion; 
specifically they may reduce interest 
rates, change the terms of guaranties, 
continue the obligation after maturity 
without renewal or extension, foreclose, 
bid in the property, and retain property 
bought in under foreclosure. 


Article 10. Accounts and Accounting 


The Executor and Trustee and/or a 
successor or substitute for either have 
the following duties and powers with re- 
spect to accounts and accounting: 

1. Division of Estate. The several es- 
tates which I have created herein are 
separate trusts and shall be administered 
and accounted for as separate trusts. But 
for convenience, economy and facility of 
investment, the Trustee may accomplish 
such division and segregation in whole 
or in part by books of account, by proper 
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entries, and may hold, manage and in- 
vest both principal and income undivided 
until actual division is necessary for dis- 
tribution. No such holding shall defer 
vesting in possession of any estafe. 

2. Valuations. For all purposes, in- 
cluding accounting, division, management 
and distribution, the Executor and 
Trustee may determine the value of any 
property in my Estate or the Trust Es- 
tates, and their judgment shall be binding 
and conclusive upon all parties. 

3. Apportioning Receipts and Dis- 
bursements. The Executor and Trustee 
have full power to allocate and/or ap- 
portion to any estate or beneficial inter- 
est all money and property received or 
disbursed. Without limiting the forego- 
ing, they may: ; 

a. Determine what is principal and 
what is income. 

b. Allocate and/or apportion expenses 
of the Estate and individual trust 
estates; expenses, losses, and depreciation 
in investments; premiums on _ invest- 
ments; and expenses of unproductive 
property. 

ec. Allocate and/or apportion discounts 
and realized appreciation in investments; 
proceeds of sale of unproductive proper- 
ty; proceeds from wasting assets; pre- 
paid income; prepaid insurance; growing 
crops; and improvements and _better- 
ments. 

d. Determine whether to amortize 
premiums on investments, and establish 
and abandon sinking funds therefor. 

e. Determine what are and allocate 
and/or apportion dividends of every sort. 

4. Reserves. The Trustee may estab- 
lish a reserve from the income of the 
Trust Estates for payment of accrued 
and unaccrued expenses, and upon any 
distribution or settlement may apportion 
charges and credits with respect to said 


reserve. Such expenses may include 
taxes, assessments, insurance, interest, 
up-keep, repairs, depreciation, improve- 
ments, rebuilding, replacement and re- 
plenishment. 

5. Records and Information. 


a. The Executot and Trustee shall 
keep full and correct books of account 
showing the condition of my Estate and 
the Trust Estates. 

b. The Executor and Trustee will 
keep a record of transactions pertaining 
to my Estate and each Trust Estate and 
minutes of proceedings and all matters 
of importance acted upon. 


ce. All books of account and other 
records pertaining to my Estate and each 
Trust Estate shall be open to the income 
beneficiaries for the time being, and to 
their attorneys in fact during reasonable 
hours. 


d. The Executor and Trustee, not less 
than once in each calendar year, shall 
render to the income beneficiaries for the 
time being a written statement which 
shall show receipts, disbursements, man- 
ner and form of investment, and profit 
and loss for the period. With such state- 
ment the Executor and Trustee shall sub- 
mit such comment as may be useful or 
desirable. 


6. Fiscal Year. The Trustee may es- 
tablish and from time to time change the 
fiscal year of a Trust Estate. 

IN WITNESS WHEREOF, I, John 
Doe, do hereunto set my hand and seal, 
this the 1st day of October, 1948. 

The foregoing instrument was signed, 
sealed, published and declared by John 
Doe, the testator, to be his last Will and 
Testament in the presence of each of us 
who believing him to be of sound mind, 
at his request, in his presence, and in the 
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presence of each other, do subscribe. our 
names as attesting witnesses thereto, in 
the City of Charlotte, North Carolina. 


Signatures Addresses 


Instruction to Attorney 


At the time of execution, type in the 
signature of the testator and the signa- 
ture and addresses of the witnesses on a 
carbon copy and follow this with an entry. 
such as the following and have the wit- 
nesses each sign this certificate. If de- 
sired, the witnesses may attest this cer- 
tificate before a notary. The purpose of 
this procedure is to provide additional 
recollection of the event for the witnesses 
and to provide a duplicate of the will if 
the original should be lost: 


The foregoing is a true and exact 
copy of the Will of John Doe, executed 
this date and witnessed by the under- 
signed, in the office of Jones and Small, 
Attorneys, 409 Law Building, at 3:10 
p.m. on October ist, 1948. In addition 
to the testator and witnesses, there 
were present both members of said 
firm and their secretary, Mrs. Jane 
Smith. 


A A A 


“But if any provide not for his own, 
and especially those of his own house- 
hold, he hath denied the faith and is 


worse than an infidel.” —St. Paul. 
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Closed Shop Decision 


Human rights in a free country won 
a great victory when the Supreme Court 
ruled this week that the right to work is 
guaranteed by the Constitution and that 
no man can be compelled, by either an 
employer or anybody else, to join a union 
as the price of getting or keeping a job. 
This decision, significantly, was unan- 
imous and the opinion written by Mr. 
Justice Black who has never been ac- 
cused of hostility to labor or evidenced 
any desire to return to a regime un- 
friendly to unionism. It marks a contin- 
uation of the trend of decisions returning 
more and more freedom to the states to 
deal with their own social problems, and 
it transfers the union security issue from 
the courts to the local political arenas. 
Hence the final test of good and bad 
labor legislation will be by experience, 
trial and error, and the pressure of local 
opinion rather than the decision of a 
court. 


Unions and the Election 


Labor has claimed a lion’s share of the 
credit for President Truman’s reelection. 
The price of their support was the 
promised repeal of the Taft-Hartley Act. 
Whether or not complete repeal will go 
throuth, the unions, assured of a power- 
ful voice in labor policy for the next four 
years, are adopting a more reasonable 
attitude toward management problems. 
There is little said today about “the 
vicious slave labor law” so labeled by 
labor’s official press during the cam- 
paign. Instead, the AF of L’s “Labor’s 
Monthly Survey” opens their first post- 
election issue with the statement that: 

“Provisions of the Taft-Hartley Law 
which stood in the way (of peaceful in- 
dustrial relations) can now be replaced 
by constructive legislation .... Labor’s 
primary objective is to increase living 
standards, but this cannot be done if 
price rises cancel wage gains. The income 
to pay wage increases with raising prices 
must be created by increasing the real 
value produced per man hour of work.” 
The balance of the issue was devoted to 
a discussion of how to read a financial 
statement. The tenor of the labor press 
in general suggests that the handwriting 
on the wall has been noted, and that 
negotiations in 1949 may be marked by 
fewer strikes and more constructive 
thinking. 


White Collar Unions 


At its recent convention the CIO clear- 
ed the decks for one of the greatest 
organizing drives in its history. Target: 


The Capitalabor Team 


the 6,000;000 white collar workers who 
have never held a union card. Although 
several unions have been operating in 
financial, retail and allied fields for 
years, their efforts have been marked 
with a singular lack of success. One prin- 
cipal reason for this failure has been 
the left-wing leadership of some unions 
which frightens the traditionally conserv- 
ative office worker, and the internal 
struggle for power between the right and 
left-wing leaders which has sapped much 
of the organizing energies. By firing some 
leaders of these flagging unions and re- 
organizing others to whittle down the 
left-wingers power, the CIO’s top strat- 
egists feel that they have removed the 
grounds for much of the resistance to 
organizing encountered because the CIO 
was thought to be communist-dominated. 


A successful effort among white collar 
workers would strengthen the CIO eco- 
nomically by fattening its coffers with 
many millions more in dues, and would 
unquestionably extend the power of the 
Political Action Committee. 


Profit Sharing and Labor Costs 


Since 1939, wages at Skilsaw, Inc., 
manufacturers of electric hand tools, 
have gone up 82%, raw material costs 
55% but prices have increased only 11%, 
worker productivity has gone up 25% 
and the company earned 78% on its 
invested capital in 1947. Company exe- 
cutives feel that the employee benefit 
plans are chiefly responsible for this 
record. Besides paying wages equal to 
those prevailing in the Chicago area, 
Skilsaw, Inc., pays all premiums on dis- 
ability, health, accident and life insur- 
ance for every employee. Cash bonuses 
are paid several times a year in addition 
to the Christmas bonus and the profit- 
sharing plan. Profit-sharing benefits are 
not paid in cash but go into an irrevoc- 
able trust fund administered by the Con- 
tinental Illinois National Bank & Trust 
Co. of Chicago and three Skillsaw exe- 
cutives. At retirement age, each employee 
receives in cash his or her share of the 
fund. Each employee’s vested interest in- 
creases by 10% per year of employment 
until he owns his share outright at the 
end of ten years. This method results in 
a substantial tax saving. The trust agree- 
ments provide that a maximum of 15% 
of the company’s profits before taxes will 
be paid into employee benefit funds. The 
company firmly believes that its labor 
costs have been cut as a result of the 
plan, and officials point out that turnover 
is low and absenteeism almost non- 


existent. 
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MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 


December 31, 1948 
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FFECTS of the 1948 Revenue Act 

on estate planning constituted the 
theme of one of the Trust Departmental 
sessions of the annual convention of 
the Financial Public Relations Associa- 
-tion, held in Hollywood, Fla., during 
the week of November 29. Earl S. Mac- 
Neill, vice president of Irving Trust 
Company, New York, presided. 


The 1948 Act was described as a 
springboard to new trust business by 
Edwin V. Mack, assistant trust officer 
of American Trust Company, Charlotte, 
N. C. “The opportunity to give the wife 
a general power of appointment over 
one-half of the husband’s estate has to 
a considerable extent removed the ob- 
jection that where a trust is used the 
wife may lose control of the children.” 


Considering it a duty to serve pres: 
ent will customers in preference to per- 
sons whose business has not yet been ob- 
tained, Mr. Mack stated that his insti- 
tution has frequently reminded the 
former, through direct mail and news- 
paper advertising, of the changes in the 
tax law, and is now carrying out a 
planned program of personally contact- 
ing each customer. 


Two important effects of the 1948 
Act cited by Mr. Mack were: 1) there 
is no longer any income tax advantage 
in inter vivos gifts to a wife, and a 
possible gift tax disadvantage; 2) the 
effective increase in gift tax exemp- 
tions has stimulated interest in gifts to 


children. 


A formula for obtaining the maxi- 
mum marital deduction and no more 
was suggested by Furman Smith, of 
the Atlanta law firm of Spalding, Smith, 
Troutman & Kelley, as follows: 


“One-half of my entire estate after de- 
ducting debts and expenses of administra- 
tion and any amount allowed by law for 
the support of my dependents during the 
period of administration, but before de- 
ducting any estate or inheritance tax and 
before deducting any other legacy or de- 
vise contained in this, will. For the pur- 
pose of determining such one-half of my 
estate, all insurance on my life includible 
in my estate for estate tax purposes shall 
be treated as if it were a part of my 
estate, although payable to other benefi- 
ciaries, and any such insurance on my 
life payable to my wife as beneficiary 
shall be deducted from said one-half.” 


ESTATE PLANNING CHANGES 


FPRA TRUST DEPARTMENTAL SESSIONS 





This language is not accurate in 
every case, however, Mr. Smith con- 
ceded. For example, it does not take 
care of jointly owned property, or trans- 
fers prior to death includable in the 
gross estate for estate tax purposes. 


Concern as to the requirement that 
the spouse be entitled to “all of the in- 
come” from the marital trust seems to 
have been removed by the proposed 
regulations which are very liberal on 
the question of what constitutes all 
income. Designation of the spouse as 
sole income beneficiary will ‘be suflici- 
ent to qualify the trust unless other pro- 
visions of the will substantially take 
away her rights as income beneficiary, 


Mr. Smith related. 


Testators’ Preference 


In the speaker’s experience, by far 
the majority of testators prefer to take 
advantage of the right to leave the 
property in trust subject to the power 
of appointment in the wife, rather than 
outright. Many clients have said they 
would rather pay the additional tax 
than to leave the property subject to 





New York Herald Tribune Photo 


Financial Follies of ‘48—The annual show of 
the New York Financial Writers Assn., lamp- 
ooning the trials and tribulations of the bus- 
iness world, featured a skit “Men of Extinc- 
tion.” The investment banker pictured above, 
one of seven in the category. explained the 
secrets of becoming a nonentity. Another act 
showed the Three Wise Bums, whose pathetic 
condition supposedly resulted from following 
the advice of financial writers. 





the management and control of the 
wife, but no client has raised any ob- 
jection to giving his wife a power of ap- 
pointment over it. 

“In almost every will I have redrawn 
since the Act went into effect I have 
simply carved out a marital deduction 
trust, providing the income to the wife 
for life and giving.her a general power 
of appointment by her will at her 
death,” Mr. Smith continued. “I have 
then provided that if she failed to exer- 
cise such power, the property in the 
marital deduction trust would go ‘over 
to the residuary trust and be distribu- 
ted as provided in the residuary trust. 
The residuary trust, of course, followed 
the same general scheme as was adopted 
prior to the Revenue Act of 1948. 


“It is desirable to provide that en- 
croachment for the benefit of the wife 
will be made first on the marital trust 
before any deduction is made on the 
residuary trust, since the marital trust 
will be taxable on the death of the wife 
as a part of the estate of the wife, 
while the residuary trust will not. 


“In many cases the wife will have no 
estate from which the tax on the marital 
trust can be paid. In such case the mari- 
tal trust is subject to the tax and the 
trustee is personally liable for the tax 
if he makes distribution without paying 
the tax. In order to protect the trustee 
in this contingency, I generally insert 
in the marital trust a provision permil- 
ting the trustee to retain a sufficient 
amount of the marital trust property to 
cover any estate tax liability which in 
its judgment may be imposed. 

“If the wife has a substantial estate 
in her own name it may be desirable to 
give her less than the maximum allow- 
able deduction or to give her no be- 
quest at all since the combined tax of 
husband and wife may be more than if 
no marital deduction were taken. How- 
ever, it is necessary to take into consid- 
eration the fact that the surviving wife 
will be entitled to the income on the 
saving of estate tax between the date of 
the husband’s death and the date of the 
wife’s death. In other words, in many 
cases the saving on the deferrence of 
the tax is greater than the ultimate sav- 
ing in tax. 
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“Finally, I wish to emphasize, as | 
emphasize to my clients, that the most 
important ‘thing is to carry out the 
wishes of the client. This is far more 
important than saving taxes.” 


Combining Life Insurance and Trusts 


“The Revenue Act of 1948 has suc- 
cessfully turned basic estate planning 
procedure inside out. For years past, 
emphasis was placed on saving the sec- 
ond tax. Now the emphasis is on saving 
the first tax. The result is the placement 
of a premium on competent property 
management and dramatized, if not in- 
creased, opportunity for life under- 
writer-trust officer cooperation,’ de- 
clared George Byron Gordon, Director 
of Advanced Training, The Mutual 
Benefit Life Insurance Co. 


“Under the new law true tax-saving 
results from the use of the marital de- 
duction only when the marital property 
possesses a high degree of consuma- 
bility,” Mr. Gordon asserted. “Since 
estate planning depends upon human 
values to a far greater extent than upon 
mere tax-savings, that consumability 
should be coupled with the kind of 
property administration that will at 
least assure a surviving spouse of de- 
pendable and regular benefits. An ideal 
combination might well be a testamen- 
tary trust of non-marital property and 
life insurance under the exhaustion op- 
tions of settlement or marital property. 
The trust can absorb the impact of the 
tax on the first death and provide con- 
tinuity of management for so long as 
that may be reasonably necessary.” 


Where an estate is composed of busi- 
ness interests that are intended to be 
carried forward over the generations, or 
of other properties just as difficult to 
divide and as undesirable to place with- 
in the unrestricted disposition of some- 
one other than the ultimate inheritors, 
Mr. Gordon suggested the use of a trust 
to conserve that particular property, 
with life insurance to average-up the 
estate as a whole so that the desired 
marital deduction may be taken against 
the insurance. 


_ Again, where an estate is—as is fre- 
quently the case of professional men— 
composed largely of insurance income 
property that it would be unwise to 
settle in such a manner as to qualify it 
for the marital deduction, the use of 
additional insurance to average-up the 
estate would seem to be ideal. It creates 
qualified marital property immediately 
and, because it is qualified marital prop- 
erty, it passes free of tax, Mr. Gordon 
observed. 
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Consumability of principal is prob- 
ably the most important single factor in 
seeking the marital deduction, the speak- 
er remarked. Here, too, the trust de- 
vice and life insurance can be combined 
into a flexible and highly efficient estate 
plan. Conservation and distribution of 
existing capital can be effected through 
the trust device; restoration of the capi- 
tal consumed can be effected by having 
the trustee insure the life of the surviv- 
ing spouse so that the matured insur- 
ance will fall into the trust upon her 
death and restore the capital level for 
the remaindermen. Possible violations 
of the rule against accumulations and 
the requirement that all of the income 
of a qualifying trust must be paid to 
the surviving spouse, must, however, be 
guarded against. For example, insur- 
ance premiums could be paid out of 
principal and the level of the income 
payable to the surviving spouse could 
be maintained by capital distributions 
equivalent to the reduction in interest 
yields occasioned by the currently non- 
productive investment of principal in 
life insurance premiums. 


“Whatever the law at any given time, 
cooperation is feasible and proper only 
if the cooperators have a sincere belief 
in the desirability and the integrity of 
the services offered by each of them. 
Trusts and life company contracts are 
merely devices or tools to be used in 
reaching for desired effects. Each sup- 
plies something the other lacks; yet 
each may be tortured into doing a job 
properly in the province of the other. 
In true cooperation they are artfully 
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combined in the best interests of the 
client and his dependents,” Mr. Gordon 
concluded. 


Trust Advertising 


Relative merits of different appeals 
were discussed in a departmental ses- 
sion on Trust Advertising, by John C. 
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Madden, president of Edwin Bird Wil- 
son, Inc. of New York. Mr. Madden 
advised the delegates to “make your 
appeal — any appeal — to the desires 
and needs of the potential customers, 
not the potential executor or trustee. 
Talk about the benefits your trust de- 
partment can give the customer, not the 
admittedly superior qualities of your 
institution.” 


Although estate plans should not be 
based on tax savings alone, Mr. Madden 
indicated that the “pocketbook appeal” 
is one of the most effective trust adver- 
tising approaches from the prospect’s 
angle. With rare exceptions, advertising 
does not finally sell trust business. This 
must be accomplished by personal con- 


tact, Mr. Madden declared. 


To combat the prevalent notion that 
trust institutions are interested only in 
the largest estates, Mr. Madden urged 
his audience to “come right out and say 
what you do. By the size of estate in 
the example you use in advertising, and 
more direct statements, make plain the 
range of business you want.” 


Other participants in this panel dis- 
cussion, under the chairmanship of 
Craig R. Smith, assistant vice president 
of Central Hanover Bank & Trust Com- 
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pany, New York, were: Merrill Ander- 
son, president of the New York adver- 
tising agency bearing his name; Albert 
Journeay, vice president of The Purse 
Company in Chicago; and Lawrence W. 
Payne, assistant to the president of 
Kennedy Sinclaire, Inc. of New York. 
The development, organization and 
operation of a trust new business divi- 
sion was the subject of the third trust 
departmental session under the chair- 
manship of H. Leroy Austin, vice 
president of Security Trust Company, 
Lexington, Ky. On the program were: 


William O. Heath, assistant vice presi- 
dent of Harris Trust & Savings Bank of 
Chicago, who described general organ- 
ization and practice; Harve H. Page, 
second vice president of The Northern 
Trust Company of Chicago, who dis- 
cussed the selection, training and com- 
pensation of personnel; and A. Douglas 
Oliver, vice president of Girard Trust 
Company of Philadelphia, who outlined 
the procedure for renegotiation of fees. 

The Trust Departmental Chairman 
was Maynard D. Conklin, trust officer 
of The Fifth Third Union Trust Com- 
pany, Cincinnati. The program chair- 
man was Floyd L. Dwight, vice presi- 
dent of the First National Bank of 
Minneapolis. 
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Pennsylvania 


Trust Conference... 


HE prospects of a severe decline in 

business during the next year or 
two have been reduced as a result of 
the elections, according to Joseph L. 
Snider, Professor gf Business Econom- 
ics, Graduate School of Business Ad- 
ministration, Harvard University. Pro- 
fessor Snider, who was the closing 
speaker at the Mid-Winter Conference 
of the Pennsylvania Bankers’ Associa- 
tion, Trust Company Section, held in 
Philadelphia on December 3, said that, 
although social forces would compel 
whatever party in power to take vigor- 
ous action to forestall a severe decline 
in business, the Democrats will take 
prompter and stronger action than the 
Republicans would have taken. This will 
be done, however, at the cost of greater 
control by the government over eco- 
nomic affairs.” 

Lewis W. Van Meter, vice-president 
of the Provident Trust Company, Phila- 
delphia, and Chairman of the Trust Sec- 
tion, told the almost 200 trust officers 
from all sections of the State that “the 
record of our Section has abundantly 
justified the vision of those who were 
its founders twenty-two years ago. Its 


success has extended its influence be- 
yond the borders of this Commonwealth, 
and it has contributed to the good of 
trust business in the nation as a whole. 

There are political and economic press- 
ures from within and ideologies from 
without that give trustmen as never be- 
fore a vital stake in preserving and im- 
proving all that is good in the Ameri- 
can way. We must work for sound fiscal 
policies, both as to revenue and as to 
economy and far-sightedness in expend- 
itures at all government levels—Federal, 
State and local. It is the responsibility 
of all of us to watch closely tax and 
other legal developments and exert our 
influence in the direction that is in the 
best interests of those we serve, most of 
whom are of small means with great 
exposure to unfair tax burdens and in- 
flationary pressures and discriminatory 
laws,” Mr. Van Meter asserted. 

Other principal speakers on the pro- 
gram were George A. Mooney, Bank- 
ing Editor of The New York Times, who 
stressed the importance of good press 
and public relations for the trust busi- 
ness and urged all trust officers to have 
one or possibly two of the men in their 


FARMERS Deposit NATIONAL BANK 





In 1938, an officer of the Farmers Deposit National of Pittsburgh suggested that the 
Reliance Life Insurance Company conduct a weekly series of hobby exhibits in one of 
the bank’s windows on: busy Fifth Avenue. The 529th of this series is now showing. 
Called the Reliance Life Hobby Theatre, the space is available to all. Other windows have 
been used by 768 industrial, civic and educational organizations for 1,976 displays. 


January 1949 


department better acquainted with the 
members of the press in their locality; 
Robert T. McCracken, a leader of the 
Philadelphia bar who analyzed the 
trust business from the viewpoint of the 
practicing attorney; and Joseph W. 
Price, another prominent Philadelphia 
attorney, who reviewed the effect on 
trusts of the Martial Deduction undér 
the 1948 Revenue Act. 


The reports of the various commit- 
tees are summarized below. 


Serving at a Profit? 


The Committee on Costs and Charges 
will furnish members early next year, 
it is hoped, a recommended system for 
determining trust departments costs, it 
was reported by Chairman Robert A. 
Wilson, vice-president of The Pennsyl- 
vania Company for Banking and Trusts, 
Philadelphia. The need for a simple yet 
effective system has been emphasized 
by the revelation from a questionnaire 
to members last June that only one out 
of four trust departments in the state 
has a cost accounting system and actu- 
ally knows whether operations are 
profitable or not, Mr. Wilson said. 


No business, unless subsidized, can 
long endure without earnings and a 
true picture of earnings requires ac- 
curate .cost knowledge, yet there are 
trust departments with fifty and one 
hundred million dollars which appar- 
ently are not interested in knowing 
whether they operate at a profit or a 
loss, the Chairman stated. The recom- 
mended cost accounting system will 
make it possible to determine not only 
trust net earnings as a whole but, by 
using the same items of earnings and 
expenses, also the net earnings for each 
division and each account, Mr. Wilson 
stated. 


Public Education 


The Trust Information Committee’s 
first annual report, rendered by Sidney 
D. Kline, president of Berks County 
Trust Company, Reading, laid down a 
five-point program for broadening pub- 
lic knowledge of the work of trust de- 
partments: 
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1. Each local corporate fiduciary as- 
sociation should prepare a list of trust 
or banking men qualified to speak at 
service clubs and other local organiza- 
tions on the importance of wills, estate 
planning and corporate fiduciary ser- 
vice. 









2. Cooperate with the Committee on 
Trust Information of the American 
Bankers Association, on a survey to be 
made as to the ratio of corporate fidu- 
ciary appointments in estates of $25,000 
or more, as related to individual fiduci- 
ary appointments. This survey would 
not be for public distribution. 











3. Every possible means for obtain- 
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ing better cooperation with the Bar 
should be adopted, such as the Phila- 
delphia Corporate Fiduciaries Associa- 
tion’s annual prize of $250 for the best 
drafted will by a first year lawyer. 


4. A major address on the subject 
of public relations and the trust busi- 
ness to be given at this Mid-Winter Con- 
ference. 


5. The major recommendation was 
incorporated in the adoption of pamph- 
lets prepared jointly by the Pennsyl- 
vania Bar Association, the Corporate 
Fiduciaries Association of Philadelphia 
and The Merrill Anderson Company of 
New York. A set of six pamphlets was 
sent in October to each member of the 
Trust Company Section, recommending 
that each institution individually, or 
jointly with other institutions, give them 
a broad distribution for the two-fold 
purpose of emphasizing the importance 
of a properly drafted will and the indi- 
rect benefit of giving tangible evidence 
of the desire of trustmen to cooperate 
with the members of the Bar. 


Stating that the response to date has 
been disappointing, Mr. Kline said that 
this is probably due to a lack of under- 
standing of what is the desired result 
in this distribution and not a lack of 
appreciation of the quality of the 
pamphlets. Unless a substantial number 
of institutions throughout Pennsylvania, 
determine to give these pamphlets mass 
distribution, the purpose of creating a 
State-wide effect for trust advertising 
will fail, a most discouraging result in 
view of the unprecedented fact that the 
Bar Association actually appropriated 
money to back up its good faith in this 
cooperative venture. Mr. Kline conclu- 
ded with a hope that trustmen through- 
out the «state would persuade their 
management to place substantial orders 
for these pamphlets so that at least a 
start can ‘be made on a State-wide ap- 
peal on a trust subject. 
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The work of revising laws relating to 
decedents estates is continuing under 
the sponsorship of the Joint State Gov- 
ernment- Commission, reported Robert 
D. Ferguson, chairman of the Commit- 
tee on the Law of Decedents Estates and 
Trusts. The more important changes 
effected by the proposed Fiduciaries 
Act of 1949 were outlined by Mr. Fer- 
guson, who is vice president in charge 
of trusts at Peoples First National Bank 
and Trust Company of Pittsburgh. (See 
article by Shapley Highley at page 544 
of December issue). 


Operations Suggestions 


The Committee oh Trust Department 
Operations, whose chairman is George 
C. Robinson, trust opertions officer of 
Fidelity-Philadelphia Trust Company, 
submitted two new and two amended 
“Suggestion Memos” of recommended 
procedures for the improvement of 
trust operations, bringing the total to 
eleven. Suggestion Memo No. 10 is “Pro- 
cedure for Charging Excess Postage and 
Insurance, Telephone and Telegraph 
Expense to Trust Accounts.” Suggestion 
Memo No. 11 provides a method for 
“Settlement of Accounts on Receipt and 
Release.” 

An amendment to Memo No. 2 (pro- 
cedure for preparing inventories and ap- 
praisements) explains how the work 
involved in preparation of Inheritance 
Tax Returns can be materially reduced 
by avoiding typing Schedule B, which 
shows a listing of the assets of the 
estate. The other amendment, to Memo 
No. 6, suggests a method of treating the 
accrual of interest on income bonds and 
the accrual of contingent interest on 
certain other types of bonds. 


Smaller Departments 


Continuing last year’s study of the 
operations of trust departments in 
Pennsylvania having $5,000,000 and 
under, the Committee on Smaller Trust 
Departments reported findings and con- 
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clusions on (1) origins of trust depart- 
ments; (2) their methods of supervision 
and operation; (3) type of investment 
supervision, and (4) relations with the 
bar. 


Trust Potential Important 


Chairman Charles F. Borgel, trust 
officer of First National Bank, York, 
summarized the results under these 
topics thus: 


1. Generally, banks made no effort to 
determine the need for trust services, 
but the application for trust powers or- 
iginated from the desire to round out 
the services performed by the bank, or 
to compete with another bank in the 
same community, or to accept a piece of 
business offered to it. 


The committee suggested that no fu- 
ture application for trust powers be 
made without giving serious considera- 
tion to the need for such services in the 
particular community, and the possibil- 
ities for future trust business in the area 
in which the bank is located. In the 
case of established trust departments 
which were started for one or more of 
the foregoing reasons, it was suggested 
that careful consideration should be 
given to their present method of opera- 
tion to avoid the possibility of accepting 
competitive business which may result 
in a loss to the bank. 


2. In almost every instance smaller de- 
partments are operating under the su- 
pervision of a commercial department 
officer who devotes little or no time to 
the work. Personnel is made up largely 
of commercial department employees 
who devote but a small part of their 
time to the operation of the trust de- 
partment. Improvement of operating 
conditions cannot be obtained until the 
people operating the departments realize 
the importance of rendering only the 
best type of trust service and adopt the 
necessary means to give such service. 
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3. Not too much attention is given to 
the review of investments and acquisi- 
tion of new investments. In the small de- 
partments investments are concentrated 
in U. S. Government bonds and in some 
cases mortgages, when available. Super- 
vision of such investments is not as ne- 
cessary as in the case of those accounts 
holding stocks and other types of assets, 
which obviously would increase risk as 
well as overhead. The committee has 
given some consideration to the advisa- 
bility of having a large city trust de- 
partment create a common trust fund 
to permit the participation therein by 
the smaller trust departments, but is not 
at this time prepared to make any rec- 
ommendation. 

4. There has been a lack of coopera- 
tion in,ssome communities between mem- 
bers of the bar and corporate fiduciaries. 
The complaints center largely upon the 
fact that only when the business is of an 
unprofitable nature or involves consid- 
erable work do the attorneys recommend 
the use of a bank. The committee rec- 
ommends that every effort be made to 
work in closer harmony with the at- 
torneys and. tell them frankly, that while 
banks are prepared to handle the busi- 
ness, they must do so at a profit, other- 
wise both the customers and the banks 
will suffer. 


Legal List Securities 


A list of corporate securities consid- 
ered legal investments for trust funds 
in Pennsylvania was distributed to 
members in October, it was reported by 
J. Regis Walthour, trust officer of First 
National Bank in Greensburg. This list 
was prepared for the Committee on 
Trust Investments, of which Mr. Wal- 
thour is chairman, by Standard and 
Poors Corporation under a contract call- 
ing for the publication of such a list on 
an annual basis with the further arrange- 
ment that interim changes in the list will 
be published monthly in the Pennsyl- 





















vania Bankers Association Bulletin. It 
is provided in the contract that the Com- 
mittee or any member of the Associa- 
tion is entitled to consult with Standard 
and Poors on any matters pertaining to 
the legal list either by mail, telephone, 
or in person. Copies of the booklet can 
be secured from Charles F. Zimmerman, 
Secretary, Pennsylvania Bankers Associ- 
ation, Huntingdon, at a cost of one dol- 
lar. 


In October, the Secretary of Banking 
approved all “preferred stock listed or, 
if unlisted, eligible for listing with ap- 
plication for listing having been made, 
on the Chicago Stock Exchange.” Prior 
approval had been given by the Act or 
by the Secretary to preferred stock 
listed on the New York Stock, New York 
Curb, Philadelphia Stock, and Pitts- 
burgh Stock Exchanges. 




































It is the opinion of the Committee, 
concurred in by many members of the 
Association, that while the ultimate goal 
may still be the adoption of the Prudent 
Investor Rule in full, the matter should 
not be pressed in the 1949 Session of 
the Legislature, but rather should await 
further experience with the broader in- 
vestment powers conferred upon fiduci- 
aries by the 1947 amendment to the 
Fiduciaries Act, Mr. Walthour said. 
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HERE is nothing in this life which 
men seek with greater yearning than 
peace of mind, which is the end product 
of security, physical, economic, emo- 
tional and mental, declared Simon D. 
Weissman, estate planning consultant 
of Boston; and Trustee of the National 
Association of Life Underwriters, in an 
address before the New England Trust 
Conference, held on December 3 in Bos- 
ton under the auspices of the local 
Corporate Fiduciaries Association. 


Economic security is the most import- 
ant of these, said Mr. Weissman, and 
to that end the lawyer, tax accountant, 
trust officer and life underwriter all 
have valuable services to offer. How- 
ever, each of these specialists usually 
thinks of his client’s problems in terms 
of his own specialty, which occasion- 
ally results in putting a patch on the 
situation instead of providing a whole 
garment. Society’s need for someone to 
serve as a catalyst has resulted in the 
creation of a new form of service— 
Estate Planning, “youngest of the pro- 
fessions,” Mr. Weissman stated. 


The most active claimants of the 
estate planner’s mantle are the life 
underwriters and the lawyers. Both 
groups, however, approach the question 
backwards. Neither the lawyer nor the 
life underwriter is automatically an 
estate planner. The estate planner may 
be an underwriter or he may be a 
lawyer, but what must be recognized are 
the professional requirements of estate 
planning. 


Skills Needed 


The .estate planner must have the 
training of a skilled life underwriter, 
as measured by the Chartered Life Un- 
derwriter designation. Next, he must 
have training in the law, with emphasis 
on Wills, Trusts, Estates, Taxation and 
Business Law. He must also have an 
understanding of Accounting, Corporate 
Finance and Economics. He needs, in 
addition, that balanced judgment, that 
analytical skill, that detached and ma- 
ture approach to a broad and compli- 
cated set of problems which will make 
his ultimate program possible. 
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Most of the best candidates for this 
profession have come from the field of 
life underwriting, according to the 
speaker. The lawyer who wants to de- 
vote himself to it cannot, except in rare 
cases, accumulate enough clientele on 
estate planning work to give him the 
necessary experience for specialization. 


The teamwork principle is sound, said 
Mr. Weissman, but it does not begin 
to operate until the greater part of the 
estate planner’s work is done. It is con- 
cerned chiefly with legal confirmation of 
certain aspects of the plan by the client’s 
own lawyer, and with the execution of 
the plan by the underwriter, the lawyer 
and the corporate fiduciary. Estate plan- 
ning is a technique and not a legal op- 
eration; it may be defined as the art 
of guiding a client in the creation, the 
conservation and the disposition of his 
estate to the end that the maximum of 
security may be attained for himself 
and for those to whom he has an eco- 
nomic responsibility during his lifetime 
and after his death, he explained. 


Essentials of Plan 


The perfect estate plan is not in all 
cases attainable, but substantial security 
can be achieved if certain fundamentals 
are recognized: 


1. The plan should both remedy the 
present situation and be gauged to the 
future. Above all, it should be flexible. 


2. There should be no over-emphasis 
on tax savings, nor should the program 
include subterfuges to escape taxation; 
a change in the tax laws may nullify 
such devices and create havoc with im- 
properly laid plans. 


3. No gift should ever be recommend- 
ed if there is any likelihood that a later 
turn of the wheel may leave the donor 
financially crippled. 





4. The plan should be practical and 
as simple as the circumstances of the 
case permit. 


5. There should be no over-emphasis 
on the use of a particular device or 
instrumentality. Both lawyers and cor- 
porate fiduciaries lay too much stress 
on the will or trust as the automatic so- 
lution of a-client’s problems. There are 
other instrumentalities and courses of 
action which may play as great, and in 
many cases, an even greater role. There 
must be an unprejudiced approach with 
an open mind and a scientific detach- 
ment so that in a given set of circum- 
stances it will be possible to work out 
the ideal solution and program on a 
truly professional basis. If life insur- 
ance or a trust is called for, it will fall 
into its logical place without the client 
feeling that a sale is being forced upon 
him by a life underwirter or a corpo- 
rate fiduciary. 

The success of our way of life and 
its survival are dependent on_ the 
measure of security which it permits to 
the American people. In this cause the 
young profession of estate planning 
plays a vital role There are years of 
splendid opportunity before us in our 
allied professions to help the American 
people achieve their dream of security, 
Mr. Weissman concluded. 


Other Program Features 


Two other papers featured the pro- 
gram, which was opened by Association 
President Herbert Schnare, who _ is 
vice president of Boston Safe Deposit 
and Trust Company. Estate planning 
considerations under the 1948 Revenue 
Act were discussed by Professor A. 
James Casner of Harvard Law School, 
who spoke, without manuscript, along 
lines similar to his paper reported in 
the November issue. 

The function of the fiduciary in re- 
viewing drafts of wills and trusts was 
outlined by Oliver Wolcott, vice presi- 
dent of Old Colony Trust Company of 
Boston. His suggestions for draftsmen 
will be published in a subsequent issue. 
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TRUST REPORTS 


(Continued from page 22) 


and Trust Business, and fits a man for 
responsible work in the Company.” 
Chemical Bank & Trust Co. of New 
York has long listed the number of its 
stockholders in each state and country, 
but Detroit Trust remarks, under the 
title “A Michigan Company for Michi- 
gan People,” that though its benefici- 
aries are scattered all over the world, 
94% of its ownership is in the hands 
of Michigan residents. Like a number 
of others, it also remarks the service 
record of its employees—an evidence of 
the permanence which corporate fiduci- 
ary advertising often features. Another 
important part of management is the 
trust committee membership, compris- 
ing men well-known in the community. 


Statistics — Financial and Personal 


There is a very noticeable trend to 
publication of more trust statistics, and 
wider variety of data. This, incidentally, 
points up the desirability of uniformity 
in valuation, lest figures be meaningless, 
and also the importance of classification 
by degree of control while pointing out 
that these funds are held, under various 
controls, for benefit of others. 


EARNINGS: Even the bare figure of 
gross earnings from the trust depart- 
ment is not yet reported in the majority 
of bank reports, and where it is, is 
meaningless by itself. For one thing, 
differentiation should be made when 
major non-recurring income is included; 
further, there should be a break-down 
between at least the personal and corpo- 
rate divisions where both are substan- 
tial. The Fidelity-Philadelphia Trust Co. 
report is.a good example for this, also 
giving comparisons with previous years. 
Comparisons can be done either in dol- 
lars or percentages. Solely fiduciary 
companies can also report the ratio of 
return on capital funds. 


There is much to be desired particu- 
larly in the report of net earnings from 
trust activities, and in comments as to 
prosjects. Some trust companies refer 
to the continued improvement arising 
from renegotiation of out-moded rates 
of compensation, or the improving effi- 
ciency of operations, while a number 
refer to the increased costs—particularly 
in salaries. 


VOLUME and NEW BUSINESS: The 
usual practice is still to state that the 
volume is “being satisfactorily main- 
tained” or “shows a satisfactory (or 
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Statement of Condition as Executor and Trustee 
(Union Trust Company, Springfield, Mass.) 


RESOURCES 
Loans on Real Estate 
Bonds and Stocks 
Real Estate 
Notes of Individuals 
Cash in Banks 
Other Assets 


LIABILITIES 
On Trust Accounts, Executors, 
Administrators, etc. 
Income 
Undivided Profits 
Real Estate Operating Account 
Participations in Mortgages held by Others 


Federal Housing Administration Loan Payments __.- 


substantial) increase.” But a good many 
are now giving figures, among the most 
complete reports being those by Can- 
adian companies and by the First Trust 
of St. Paul, Scranton-Lackawanna Trust 
(Pa.), and Berks County Trust of Read- 
ing (Pa.), in which the volume of 
present business, terminated and/or 
new accounts, are shown for each major 
type of account. 

Comparisons with previous years are 
usually given in total number of ac- 
counts or value, but some reports class- 
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Se ee - $21,508,580.82 





1946 1945 
$ 1,429,331.71 $ 1,825,454.62 
18,991,471.65  18,913,349.18 
100,513.14 102,489.14 
17,676.77 16,930.31 
1,240,503.95 596,991.72 
3,059.42 49,060.17 


$21,782,556.64 $21,504.275.14 
1946 1945 


$21,133,572.67 
227,605.60 149,204.74 
— 173,368.38 
705.35 1,388.68 
45,567.96 46,529.56 
96.91 211.11 


$21,782,556.64 $21,504,275.14 





ify these also, and the number of wills 
on file or filed during the year are oc- 
casionally given. Such figures are espe- 
cially useful to show back-log of busi- 
ness as well as trends. Union Trust of 
Springfield (Mass.) provides a Com- 
parative Statement of Condition of its 
trust department which, with a further 
breakdown between “bonds and stocks,” 
may be worth wide emulation. Besides 
the above data, figures are given for 
agency accounts, which showed a 50% 
increase. 
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This and illustration below are from 1947 report of Detroit Trust Company 


Statistics are not confined to dollar 
figures, and the introduction of some 
of those suggested by Mr. Stephenson 
could do much to humanize financial re- 
ports, such as the number of: 


Children for whom a home, school, med- 
ical care, job, or vacation has been ar- 
ranged . . . or who are being advised on 
education, vocation, marriage or other 
family matters, etc. 


Widows consulting trust officers on liv- 
ing expenses, children’s development, etc. 


Employees receiving checks under pen- 
sion and profit-sharing trusts. 

Educational, hospital and eleemosynary 
institutions for whom company acts, and 
ee sis 


National Trust Company of Toron- 
makes interesting notation that: 


“In the past ten years total payments, on 
or on behalf of those for whom we act in 
various fiduciary capacities, reached the 
amazing total of over $150,000,000 — more 
than $1,000,000 a month. 


“ 


. . . The amount of funds handled by 
our Corporate Trust Department in con- 
nection with sinking fund operations, re- 
demptions and payments. at maturity ex- 
ceeded $27,000,000, and the amount of 
bonds and other securities certified at 
these offices and delivered exceeded $65,- 
000,000.” 


Fidelity-Philadelphia Trust Co. re- 
lates some of the activities required to 
handle their more than 7,000 active 


agency and trust accounts: “The total 
income collected in 1947 was $31,500,- 


000, received through some 208,000 
separate collections of dividends on 
stock, bond and mortgage interest, rents 
from real estate and other sources. Over 
62,000 individual remittances were made 
to distribute this income.” Wilmington 
(Del.) Trust and Detroit Trust are 
among those citing number or location 
of beneficiaries. 


Protections for Beneficiaries 


The traditional advantages of the 
corporate trustee, such as outlined in 
the Official Pamphlet of the Phoenix 
Sttae Bank & Trust Co. of Hartford, 
deal with such protective features as 
Financial Responsibility, Governmental 
supervision, Experience and specializa- 
tion, Composite knowledge, Continuity 
of existence and residence. 


Annual reports also mention other 
means of caring for entrusted assets, 
such as the work of the Trust Commit- 
tee and investment review policy, em- 
ployee training and modern machinery, 
auditing, security research facilities, 
periodic reports to beneficiaries, etc. 


Cooperative Policies and Actions 


To quote from the Detroit Trust Com- 
pany’s report: “A trust officer deals, 
above everything else, with people, and 
before he can be successful he must like 
and understand people. Our trust officers 


often spend hours of their own time 
seeing that extra comforts are supplied 
to a youngster in the hospital . . . help- 
ing a disabled elderly woman over the 
worries of a young beneficiary . . . ar- 
ranging music lessons for a talented 
young girl .. . and so on.” 


The Union Trust (now Mellon Na. 
tional Bank & Trust Co.) of Pittsburgh 
cited a survey showing the department 
acting as guardian under several hun- 
dred court appointments, in the major- 
ity of cases the funds being less than 
$1,000. 

Cooperative undertakings with at- 
torneys, life underwriters and others 
are referred to with propriety, as in the 
case of the Estate Forums conducted by 
the Mercantile National Bank of Dallas, 
which was cited as also designed to be 
helpful to bank customers. Granite 
Trust of Quincy refers to somewhat 
similar public relations meetings ad- 
dressed by experts on estate planning, 
taxation, etc. Union Trust of Washing- 
ton, D. C., refers to the friendly rela- 
tions which continue with the Bar and 
Life Underwriter groups, while Berks 
County Trust of Reading remarks that 
they “assisted lawyers in revising forty- 
six wills and life insurance trusts” dur- 
ing the year. 

Like the Hawaiian Trust Co. of Hon- 
olulu and several California fiduciaries, 
the Canada Permanent Trust uses ex- 
cerpts from beneficiaries’ letters, print- 
ing these with spot illustrations in its 
annual reports. A typical one reads: 


“On behalf of my brother and myself we 
want to thank you for all your kindness 
and consideration that you have shown in 
handling mother’s estate. My brother and 
myself feel that the estate has been ably 
handled and wish that there was some way 
that we could express our appreciation. If 
at any time the occasion may arise in which 
we can be of assistance, please let us know 
and we will be only too glad to oblige.” 


Community Interests 


Both mutual interests and confidence 
of readers is aroused by identification of 
the trust business as an active partici- 
pant in civic affairs and institutions. As 
the Guaranty Trust Co. of Canada says: 
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“A Balance Sheet and Profit and: Loss 


Account are only Half the Story! The 
other half is the integrity and character 
of the institution behind the figures .. . 
the will to provide the individual and the 
community with a service that really 
serves them and protects their interests 
. .. a sincere desire always to keep this 
a friendly Trust Company.” 


The Montclair (N.J.) Trust Com- 
pany ’s president remarked: “It is our 
aim to be a dynamic, constructive force 
in the community . . . We are, after all, 
the product of the environment in which 
we exist.” The First National Exchange 
Bank of Roanoke (Va.) points out that 
“in caring for the property of children 
and others who wish to be relieved of 
the strain of property management un- 
der today’s complicated conditions, the 
Department is performing a valuable 
social and economic function.” 


The president of the National Trust of 
Toronto publicly attributes, in his re- 
port, the rapid development of the com- 
pany “to the original directorate which 
consisted of men outstanding in the 
business and financial life of the com- 
munity,” remarks that “the tradition of 
public service has also been character- 
istic” of the staff, and relates the na- 
tional responsibilities assumed by vari- 
ous associates. 

The Trust Company of Georgia cites a 
Children’s Hospital as illustrative of the 
type of trust which has done so much 
for the community. The Provident Trust 
of Philadelphia cites the Court’s approv- 
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al of their twenty-year trusteeship of a 
College-home for fatherless girls and 
commends the work of its president. 
Union Trust of Springfield reports its 
will appointment under a $1,500,000 
fund to be distributed to public chari- 
ties, in which it works with the Council 
of Social Agencies (at its own initia- 
tive). An entire page of the Detroit 
Trust Company’s report illustrates the 
variety of civic activities under its 150 
different accounts. 


A field in which trustees can be of 
especially fine service is noted in the 
report of the president of Land Title 
Bank & Trust Co. of Philadelphia, 
where he said: “In line with your com- 
pany’s policy of taking an active inter- 
est in all new legislation affecting its 
customers, representatives of our Trust 
Department, in cooperation with officials 
of other Philadelphia trust companies, 
continued their efforts to secure the 
Prudent Investor Rule . . .” Several New 
York banks have taken a lead in report- 
ing the effects of impending or existing 
state and Federal legislation, but the 
practice is widespread, for we find an 
Australian trust company remarking the 
“dangerous possibilities” of one man be- 
ing in control of the people’s money” 
in connection with the proposed social- 
ization of banking there. Tax and de- 
cedent estate legislation is a mystery 
to most people, whose attention may 
well be called to changes, to mutual 
benefit of trustee, attorney, insurance 
analyst and customer. American Secur- 
ity & Trust of Washington is one of sev- 
eral advising of their constant efforts 
to secure the benefits of the Common 
Trust Fund legislation to their states. 
Girard Trust shows dollar effects of new 
tax rates on various size estates. 


Common Trust Fund Data 


In addition to reporting the establish- 
ment of such funds, several banks take 
occasion to remark on the function of 







NEW YORK 14, N. Y. 








common trust funds in providing divers- 
ity and other advantages for small 
trusts formerly obtainable only to large 
estate. Some simply report that the fund 
has shown an increase in volume, or 
that it “maintains a fine record of ap- 
preciation,” but usually the total amount 
is given, and frequently the number of 
trusts participating. 

Wachovia Bank & Trust Co. of Wins- 
ton-Salem (N.C.) cites increase (since 
1940) from 106 accounts valued at 
$226,340 to 584 accounts and total value 
of over six millions (1947 report). The 
First National Trust & Savings Bank of 
San Diego goes further and gives the 
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percentage invested in common stocks 
(34.4%), in preferreds (24%) in 
bonds (40%) and in cash (1.6%). It 
also gives the number of issues of each 
type the unit value and current yield. 


The Philadelphia trust companies 
naturally give considerable space to 
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these funds, as several of them now have 
a fairly long record. One remarks that 
for certain participating trusts it has 
been possible to reduce current charges. 
Fidelity-Philadelphia and Girard Trust 
give comparative figures as to number of 
participating trusts and total of assets 
and current yield, the former report 
stating: 

“The stability of the Fund as an in- 
vestment medium has been demonstrated 
by the fact that the decline in value from 
the highest point reached during the year 
to the lowest was only slightly more than 
8%.” 

Scranton-Lackawanna Trust Co. shows 
current position of both legal and dis- 
cretionary funds. 


Distribution and Conclusions 


Few others than those who have a 
professional interest in trusteeship are 
concerned with the “how” or techniques 
—the results are what count to the av- 
erage reader of an annual report. But 
as industrial companies have discovered, 
the potential audience and purpose of 
the annual report has changed drastic- 
ally in recent years. A trust report, if 
it is technical, had best be limited to 
technicians. But given the elements pre- 
viously referred to, it may well find 
receptive readership not only among 
bank stockholders, but also among em- 
ployees, attorneys and key life under- 
writers, business contacts. beneficiaries 
and prospects—and the local and trade 
press. Advertisements have also been 
effectively used to report the highlights 
or invite requests for the report. 


Educational institutions are finding 
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reports a useful and visual avenue for 
study in banking, economic and current 
events courses. And since women are the 
chief beneficiaries of estate funds, it is 
important not only to include data of 
interest to them but to see that they are 
on the mailing list of reports. 


Since most trust departments are part 
of a banking institution, it is pertinent 
to note the form of a special report such 
as that used by the Fort Worth (Texas) 
National Bank to describe the activities 
of this “institution within an_institu- 
tion.” This avoids confusion and gives 
greater opportunity to present the vari- 
ous types of service which the modern 
bank renders. 


While the practice of issuing attrac- 
tive and popularly informative annual 
reports is not yet as general among 
banks and trust companies as among 
industrial concerns, the trend is evi- 
dent and a number of trust institutions 
turn out presentations that do great cred- 
it not only to themselves but to the entire 
business. The old days of playing it 
“close to the vest” are passing, as man- 
agement realizes that silence is not gold- 
en but breeds indifference if not down- 
right suspicion. Banking and trusteeship 
are affected with a very personal rela- 
tionship to their communities as well 
as their customers, stockholders and em- 
ployees. 


The annual report offers, once a year, 
the most effective way to present the 
record and to take the people of the 
community into the bank’s confidence. 
Already quasi-public institut.ons, sub- 
ject to increased governmental controls 
and at the mercy of public opinion, 
forthright, informative accounting for 
trust-bank stewardship is not a luxury 
but a necessity—and one that can pay 
good dividends. 


A A A 


U.N. Declares Property Rights 


The “universal declaration of human 
rights as a common standard of achieve- 
ment for all peoples and all nations,” 
issued by the United Nations Assembly 
in Paris on December 10, 1948, sets a 
pattern of protection for individual 
rights similar in many respects and in 
spirit to the Constitution of the United 
States and the Bill of Rights. 


Stating, in one of its 30 articles, that 
“The family is the natural and funda- 
mental group unit of society and is en- 
titled to protection by. society and the 
state,” the Declaration recognizes in Art- 
icle 17 that property rights are inherent 
in human rights. 
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INVESTMENT 
ANALYSIS 


(Continued from page 13) 


allowance is then made for changed 
traffic trends and for economies result- 
ing from capital expenditures and im- 
proved operating practices since the 
actual past year. The bases for these 
estimates have been discussed in detail 
with a good many railroad manage- 
ments. 


As a result of the information ob- 
tained by direct field contacts, the vari- 
ous parts of the statistical rating are 
modified by adding or subtracting per- 
formance counts wherever it appears 
that the actual statistical performances 
are not representative of present or 
prospective future conditions. 


Relating Quality and Price 


In addition to credit rating the Bu- 
reau evaluates the relative mortgage 
strength of each individual railroad 
mortgage bond. This is based upon a 
determination of the earnings of the 
particular property covered by each 
mortgage related to the bond interest 
thereon, which, in turn, is based on a 
breakdown of the revenue ton-miles of 
freight traffic (and passenger miles 
where important) for specific years for 
the portions of lines covered by the 
different mortgages as well as on other 
necessary data. These estimates are sub- 
ject to wide margins of error but we 
believe they can be relied upon suff- 
ciently to provide a broad measure of 
the relative strength of individual mort- 
gage liens, apart from the credit stand- 
ing of their parent railroads. 


In arriving at the final quality rating 
for railroad bonds, each bond of a 
given railroad gets the credit standing 
count of the road. Where a_ bond’s 
mortgage position is so strong that it 
would stand a very good chance of not 
being scaled down in a possible future 
reorganization, it gets a considerable 
additional count for this factor, al- 
though not as high a count as for a 
good credit standing. No additional 
count is given to bonds which would 
probably be scaled down sharply and 
bonds in between the two extremes are 
given varying counts in accordance 
with their relative strength. 

The final step is to arrange all the 
bonds in the order of their total quality 
count (divided into various groups ac- 
cording to maturity and marketability) 
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beginning with the strongest bond at 
the top. This provides a comparison of 
the quality of each bond with all other 
bonds of the same railroad and with 
those of all other railroads included in 
the rating. Comparative quality in rela- 
tion to price and yield are obtained by 
figuring yields of each at frequent inter- 
vals. 


In evaluating the quality of railroad 
equities (income bonds as well as 
stocks), primary consideration is given 
to the credit rating of the parent rail- 
road, since the Bureau believes that 
equities of definitely sound railroads are 
the only ones suitable for purchase by 


o 


a ee 


conservative equity investors. The rela- 
tionship of earnings to price, both at 
approximately present levels of traffic 
and also at lower levels, annual return 
and other corollary factors are, of 
course, taken into consideration. The 
Bureau does not attempt to advise that 
railroad equities are more attractive 
than other equities but merely which 
ones are sound and relatively more at- 
tractive in relation to each other. 


Organization Along Functional Lines 


In order to perform the functions de- 
scribed above and transmit the informa- 
tion collected and the opinions reached 
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of Thought, 


and Thought 
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—Disraeli 


Investment problems of individuals and in- 
stitutions differ. However, the approach to 
their solution remains the same: viewing the 
specific problem from every angle and de- 
termining a course of action from a con- 
sidered assessment of the whole. 


This approach to the varied objectives of 
our many clients has proved its effectiveness 
over the years. It has been accomplished by 
a scrupulous attention to market trends and 
economic factors that play their part in in- 
fluencing those trends. Moreover, this 


knowledge is buttressed by our experience in 
the daily handling of a large volume of 
transactions. 


Such a continuing devotion to the prin- 
ciple of thoroughness is, we believe, of real 
value to investors with a planned goal in 
view. Should you be among this group, we 
will welcome the opportunity of serving you 
faithfully and well. 
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to the member institutions in a manner 
most useful to each of them, the Bureau’s 
organization is set up along functional 
lines. Under the general supervision of 
the Director, there are three basic 
functions each headed by an assistant 
director. One is in charge of all detailed 
statistical work carried on in the Bu- 
reau’s office and is assisted by three to 
four statisticians. This requires thorough 
familiarity with all aspects of railroad 
accounting and statistics. 


The Bureau recently added an assist- 
ant director who has had over ten years 
practical experience in the engineering 
and operating departments of a large 
railroad. His major function is to ob- 
tain information from railroad officials 
throughout the country and other direct 
sources for the purposes previously de- 
scribed, enabling the Bureau to greatly 
increase its field work. 


The third assistant director’s full 
time function is the transmission of 
information and conclusions to the vari- 
ous member institutions in a form de- 
signed to be most useful in meeting 
their individual railroad investment pol- 
icies and problems. Experienced primar- 
ily along financial lines, his function 


THE COLUMBIA 
GAS SYSTEM, INC. 


The Board of Directors has declared this day 
the following quarterly dividend: 
Common Stock 
No. 57, 15¢ per share 


payable on February 15, 1949, to holders of 
record at close of business January 20, 1949. 


Dars Parker 


January 6, 1949 Secretary 





includes answering inquiries by mail 
or by telephone and making calls on 
the member institutions at regular in- 
tervals. A clerical force of two to three 
people completes the organization. 


Specialized Investment Tool 


As a result of the comprehensive cov- 
erage which its credit rating provides, 
the Bureau is able to maintain a con- 
tinuous follow-up on all the railroad 
securities held by the participating in- 
stitutions both as to changes in invest- 
ment quality and in price related to 
quality. Whenever developments lead 
us to believe that the status of a partic- 
ular railroad security has changed sig- 
nificantly each institution concerned is 
advised of the facts and reasoning lead- 
ing to the changed conclusions. 

Reports and resurveys are prepared 
for each institution from time to time 
as the need arises and are followed up 
with round-table discussions. The Bu- 
reau’s services are also available for 
answering inquiries by telephone or 
letter. 

In addition, each participating insti- 
tution receives copies of basic reports 
and supplementary studies of individual 
railroads as well as memoranda on the 
railroad industry and general matters 
pertaining thereto. The institutions also 
receive, at regular intervals, lists of 
sound railroad securities recommended 
for purchase at current prices and 
memoranda evaluating important new 
issues prior to the time they are offered. 
Significant information obtained from 
railroad managements and other direct 
sources is, of course, incorporated in 
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the various reports and memoranda 
where appropriate. Specific sources of 
such information are also supplied to 
the member institutions, for their con- 
fidential use only, except where inform- 
ation was given on condition that the 
Bureau not reveal the source. 


While the Bureau provides opinions 
and recommendations in regard to the 
purchase or sale of railroad securities, 
its primary function is to furnish a tool 
for the member institutions to use to 
aid them in forming their own policy 
and opinions concerning investment in 
railroad securities. 


A A A 


PRINCIPLES AFFECTING 
“PROFITS” 


There are four basic conditions which 
should be clearly held in mind by any- 
one seeking to analyze the size and sig- 
nificance of profits. : 

1. In times of inflation, or rapid 
change in the purchasing power of the 
dollar, “profits” as reported on the basis 
of established accounting practice are 
in effect over-stated by the amount of 
the rise in replacement costs over the 
sum set aside to cover capital extinguish- 
ments —- depreciations, depletion, etc. 


2. In times of inflation, reported 
“profits” cannot properly be compared 
with previous years because of the 
shrinkage in the purchasing power of 
the dollar. Only by correcting for the 
changing length of the yardstick can 
this be done with any semblance of ac- 
curacy. 

3. In times of inflation, the rate of 
return on the capital employed, ordi- 
narily a very useful standard, cannot be 
used as a criterion of the magnitude of 
“profits” because the rate of return is 
a ratio between two sets of dollars of 
different values. It is a mathematical 
error to strike a ratio between things of 
a different kind. Only by adjusting either 
the capital employed or else the “profits” 
to like dollars is such a ratio permissive. 


4. In all times, inflationary or normal, 
the most effective criterion to apply in 
the judgment of “profits” is their ade- 
quacy or inadequacy in the process of 
capital formation. Our entire economy 
is dependent upon the formation of 
sufficient capital funds to maintain and 
expand the country’s productive capac- 
ity. As capital costs rise, “profits” are 
called upon to supply increasing 


amounts of these funds. 
JOSEPH E. POGUE, vice president, Chase Na- 
tional Bank of the City of New York—in state- 


ment before Congressional Subcommittee of the 
Joint Committee on the Economic Report, Dec. 9- 
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MISSING HEIRS 


(Continued from page 10) 


offered to make full restitution if 
charges were dropped, the prosecutor’s 
office refused to squash the indictment. 

The estate attorney pointed out that 
the man did not have to accept the 
money or admit his identity. When lo- 
cated by the Tracer operative, he prob- 
ably figured that he couldn’t afford to 
take the money, and that it would be 
cheaper for him to forego the cash than 
to go to jail. 


“Well Played, Stonewall” 


In another case, the heir to a sizeable 
fortune was accused of stealing $300 
from his father’s wall safe when he was 


a boy. Enraged by the accusation, he 


left home, changed his name and was 
never heard from again. Sixteen years 
after, the family butler was apprehended 
trying to loot a neighboring home and 
confessed to robbing the safe years be- 
fore. 


The heartbroken father spent the rest 
of his life trying to find his boy. After 
his death, the Tracers Company was re- 
tained to continue the search with only 
two clues: he had been a champion 
chess player as a boy and had been 
called “Stonewall” because of his ad- 
miration for Civil War General Stone- 
wall Jackson. 


The company’s agents attended chess 
tournaments in all parts of the country 
for years, and finally thought that they 
had located their man but he denied 
that he was the person even though a 


FATON & HOWARD 
BALANCED FUND 





considerable fortune had been left him. 
The tournament ran for several more 
days and the man finally won. People 
crowded around to congratulate him and 
the Tracer operative called out, “Well 
played, Stonewall.” 


He turned, extended his hand and 
said, “You win. I’m the missing man.” 
He then explained that because of the 
long lapse of time he had no longer 
wanted to pick up the threads of his 
former life but was content to drift 


-along. 


Heir Looking for Money 


Occasionally the shoe is on the other 
foot and Tracers Company is called on 
to locate an inheritance for the benefi- 
ciary. In 1881 a wealthy Pennsylvania 
coal mine operator died leaving $5 
million to a three-year-old nephew in 
England. Two American lawyers had 
come to England in 1882 looking for 
the nephew but had been informed by 
his mother’s sister that he had died and 
the estate was claimed by her as the 
nearest living relative. She later regret- 
ted the action and confessed just before 


she died. 


The present whereabouts of the 
properties and monies involved are un- 
known, although Tracers has located 
the last established residence of the late 
millionaire in Harrisburg, Pa. They are 
now surveying old records and trying 
to find contemporaries of the old gentle- 
men who might know something about 
his financial transactions. The nephew, 
now 57, is understandably interested in 
locating the fortune which has been de- 
nied him for so long a time. 
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SCRAMBLE FOR MILLIONS 


While many partial accounts of the 
famous Garrett-will case in Philadelphia 
have been published, The Saturday Eve- 
ning Post (Sept. 11, 1948) has printed 
what it believes to be the most complete 
report of this fabulous story of the 
more than $17,000,000 left by Henrietta 
Garrett, widow of an heir to the Garrett 
snuff fortune. 

Mrs. Garrett died in 1930, without a 
will or immediate relatives. To date, 
there have been over 26,000 claimants, 
represented by some 3,000 lawyers. The 
article, written by Albert Koehler, in- 
vestigator for the special master ap- 
pointed to hear the case, and David G. 
Wittels, reveals how the “smell of 
money” has led many of the claimants 
to commit perjury, forgery and alter 
records. The case has not yet been 
settled and it is probable, in the author’s 
opinion, that no one claimant will get 
the entire estate, which will be depleted 
over 80% by taxes as a result of special 
legislation. 


A A A 
INDIANA trustmen have set: aside April 


11 and 12 for their Trust Conference, to 
be held this year in Fort Wayne. 
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LARGEST COIN DEALERS 


HICAGO’S Continental Illinois Na- 
tional Bank & Trust Company has 
produced a motion picture film entitled 
“Back of Every Promise,” which is a 
significant milestone in bank public re- 
lations. The 30 minute 16mm motion 
picture sound film represents a com- 
bination of an orientation film for bank 
employees and a dramatization of what 
the banking system does for people 
and industry, and was premiered at the 
A.B.A. convention in Detroit last fall. 
With over 3,300 employees, the bank 
decided that the motion picture medium 
was the most effective one for showing 
where each function fit in, and the sig- 
nificance of banking in daily life. De- 
tails of what the film should attempt to 
do were worked out by the top officers 
and followed through by A. Gordon 
Bradt, second vice president. Wilding 
Picture Productions, Inc. provided the 
script writer who studied the story from 





BANK PRODUCES A MOVIE 


both external and internal viewpoints. 
Camera crews worked on the bank’s 
premises shooting the various phases 
of banking and trust activity. Prints 
are available on request. 

The finished product portrays, with 
dramatic sequences, the part that the 
correspondent banking system plays in 
the movement of raw materials through 
factory, to distributor and retailer, and 
to the consumer; it shows bank credit 
at work. The major trust services are 
briefly explained in the course of this 
“pictorial hour.” 

The story opens as Mar, a young 
midwestern farmhand, receives an 
urgent letter from his wife in Stock- 
holm. He takes his problem to his 
employer and together they hurry into 
town to see Sam Smith, the local banker, 
and explain the need for raising money 
and getting it to Mar’s wife in Sweden 
in less than two days. 





As Sam Smith picks up the telephone 
and arranges for the funds to be trans. 
ferred to Mar’s wife, their wonderment 
as to just what banks do is answered 
by the story which Smith unfolds to 
them—and to the audience. Many ques- 
tions are answered as the story pro- 
gresses : 


What are some of the specific 
things that members of our bank 
can do to take the mystery out of 
banking for our customers and ac- 
quaint them with the Bank’s services? 

In what ways does the bank help 
customers with the investment of 
their surplus funds? 


How can the bank help customers 
in carrying out their estate or trust 
plans? 

What can the bank do to assist a 
business in setting up and operating 
a pension or profit-sharing plan? 

What does a bank do when it acts 
as transfer agent, dividend disburs- 
ing agent, or as trustee under a bond 
issue? 

As Sam Smith talks, the camera 
goes out to cover the vast correspond- 
ent system and the industries they ser- 
vice, then back to the bank and its 
operations again. In closing, the film 
relates why it is essential that bank 
people understand their responsibilities 
in carrying out the work, impressing 
importance of each job. Sam says: 

“What I was thinking about isn’t so 
different from a symphony. In a way, 
it’s the greatest symphony in the world. 
It’ll never be written because it’s being 
lived — minute by minute — season by 
season. You can start in any field. From 
the soil clear through to the consumer — 
people need and use the services of our 
banking system. 

“As long as life goes on these services 
and credit channels must be available. 
Banks are indispensable in the trans- 
ferring of these essentials from the soil 
into daily use. And just so long as 
people demand food and homes and 
clothing — and all the essentials of life 
—just that long must there be an ex- 
tensive banking system — people, like 
me, on oné side of every banking trans- 
action — to serve people like you . 
I’m just one man in one bank — but I’m 
part of something — part of the cor- 
respondent banking system of America 
and of banks throughout the world.” 
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THESE AMAZING BANKERS 


ANKING has both produced and 

acquired an amazing variety of 
versatility in its marble halls. Authors 
and actors, educators and evangelists, 
circus clowns and commodores, states- 
men and soup manufacturers have had 
their initiation in its financial mazes or 
are even now sharing their more prosaic 
hours with extracurricular activities 
that run the gamut of enterprise and en- 
tertainment. : 


The dancing, character star of several 
top stage hits, Ray Bolger, can be 
proudly cited as one who got his start 
in banking, at the First National Bank 
of Boston. Many are mixing business 
with pleasurable art, like Clarence 
Chaney, vice-chairman of the North- 
western National Bank of Minneapolis, 
whose paintings have been widely ex- 
hibited and reproduced as features in 
Sunday newspaper supplements. 


The accompanying illustration is not 
a Man from Mars montage; it is not a 
refugee from a rogues’ gallery or an 
archeological archive from the Ptolemys’ 
tombs. It is . . . . a banker-poet named 
Rod Maclean. During the banking day, 
he may be found directing and develop- 
ing the advertising program of the Un- 
ion Bank & Trust Company of Los An- 
geles. But after hours he dreams up 
nuggets of whimsy, philosophy and 
comment on the passing scene which 
appear in cadenzed glory in such lead- 
ing literary publications as Saturday 
Evening Post, Collier’s, Reader’s Digest, 
Saturday Review of Literature and a 
host of other magazines and newspapers. 


Poetry and Business 


For fifteen years Rod, like many 
other bankers and trustmen, has been 
proving that business and avocation can 
mix. “Poetry is just a hobby with me” 
says the bankers’ poet-laureate, “like 
other people go in for bridge, golf, 
gardening, fishing or cussing.” Although 
the photograph might suggest that 
Shakespeare, Browning et al are his 
cranial companions, he admits to light- 
er moments, such as his appearance as 
“Igor Beavor- a Most Inauspicious Cau- 
casian” on a recent program of the 
Union Bank Singers. Two booklets of 
verse, “Mother Gooseberries” and 
“Whimsey and Soda,” further attest to 
his non-classic proclivities as do the 
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following lines rom one of his Collier’s 
pieces called “Good Morning?” 


A pox on the guy who greets the dawn 
With a gladsome cry instead of a yawn; 
Who acts as if reveille’s his cue 

To rise and wade knee-deep in dew. 
Let those who must, spring out of bed 
While the naked morn is blushing red; 


Then later, using a hoist or crane, 
Please someone, come and wake Maclean. 


PLANNING IN PRACTICE 


A panel discussion on “Estate Plan- 
ning in Practice” was presented in a 
novel and interesting manner at the 
December meeting of the Life Insurance 
and Trust Council of Los Angeles, by 
F. Miles Flint, trust officer of Citizens 
National Trust & Savings Bank. G. No- 
lan Bearden, life underwriter, and Fran- 
cis J. McEntee, attorney. George Byrnes, 
life underwriter, arranged the program 
and acted as moderator. 


An unusual feature of the program 
was that the prospective client was not 
present at any of the conferences, 
thereby giving the trust officer, the un- 
derwriter and the attorney the oppor- 
tunity to discuss the various problems 
presented in a more intimate and yet 
more technical manner than would other- 
wise have been possible. 

A A A 

Frank D. Loomis, for twenty-nine 
years Secretary and Executive Director 
of The Chicago Community Trust, re- 
tired from that office on December 31. 
Mr. Loomis will continue as consultant, 
according to the announcement by Ed- 
ward L. Ryerson, Chairman of the Ex- 
ecutive Committee. “When he began 
with the Community Trust in 1919, 
this charitable foundation had capital 
of $200,000,” said Mr. Ryerson. “Under 
Mr. Loomis’ executive leadership the 
Trust fund has grown to more than 
$14,000,000 in assured capital, with in- 
come from $10,300,000 now available 
for regular charitable use.” Mr. Loomis 
is succeeded by James Brown the IV, of 
The University of Chicago. 
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DEATH, TAXES... 


(Continued from page 9) 


must weigh the economies available un- 
der the federal laws against the possibly 
higher state gift taxes. 

The division of property through 
‘gifts can also result in the saving of 
income taxes. A gift of income-produc- 
ing assets will divide between two or 
more individuals the income that would 
ordinarily be received by the estate 
owner alone in a presumably higher 
bracket. This saving is possible with 
gifts in trust, depending on the kind 
and purpose of the trust. 

While the law now permits the “split- 
ting” of income between husband and 
wife in all states and has relieved some 
of the income tax pressure on married 
individuals, income tax rates remain 
high and the possibility of dividing in- 
come among children and others must 
be explored. Moreover, an unmarried, 
divorced, or widowed individual is still 
prompted by the same tax minimizing 
inclinations that existed prior to the 
Revenue Act of 1948. 


Life Insurance as Gift 


Life insurance makes an excellent 
gift. It has become increasingly popu- 
lar as a gift to a child. Not only are 
taxes saved for the donor, but the fu- 
ture security of the child is assured. 
Properly handled, the premiums may 
qualify not only for the lifetime exemp- 
tion but also for the annual exemptions. 

The insurance should not be on the 
life of the donor because the proceeds 
of the policy would be subject to tax 
in his estate. It should be on the life 
of the child receiving the gift or some 
other third party, e.g., the mother. The 
donor should not retain any rights of 
ownership in the policy. It should be- 
come the absolute property of the child 
without any restrictions. To be safe, 
the estate of the child should be named 
beneficiary; a contingent beneficiary 
should not be designated. 

Gifts sometimes present the problem 
of “in contemplation of death.” A gift 
so made is subject to the estate tax. 
The motives actuating the gift are the 
determining factors. If the gift is predi- 
‘cated upon motives associated with 
death, that is, if the dominating thought 
behind the gift is to dispose of the prop- 
erty now rather than later at death, it 
is subject to the estate tax. If made with 
motives ordinarily associated with life, 
it is not. While not conclusive, both age 
and state of health are important fac- 
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tors in ascertaining the motive behind 
a gift. 

The courts have held the following to 
be motives associated with life: to teach 
children how to handle money; to en- 
able children to maintain their social 
position; to induce a son to enter into 
business with parents; to provide a wife 
with an independent income; to save in- 
come taxes; to relinquish active control 
over property and live a life of ease; 
to protect one’s family from financial 
worry; to rid one’s self of the obliga- 
tion of carrying unproductive prop- 
erty. 

In any event, if the gift does not 
“stand up,” it will in most instances 
mean only that the anticipated estate 
tax savings will not take place. 


ESTATE TERMITES 





Use of Trusts 


Gifts may be made in trust as well 
as directly to individuals. The trust, an 
old and important legal instrumentality, 
is used extensively in estate planning. 
It may be either a living trust which, as 
its name implies, is established during 
the lifetime of the creator, or a testa- 
mentary trust, which comes into ex- 
istence at death, pursuant to a will. 


The living trust may be further classi- 
fied as being either revocable or ir- 
revocable. If the creator of the trust may 
terminate it and retake the assets, it is 
revocable. If this cannot be done, it is 
irrevocable. This difference is basic 
and affects the tax results. Property 
transferred to a revocable trust is not, 
from the tax point of view, given away, 
since it may be retaken. Hence, if 
estate taxes are to be minimized, the 
trust must be irrevocable. 


If property intended as a gift to a 
wife is transferred to a trust for her 
benefit, and it is also intended that one- 
half of the gift pass tax free under the 
marital exemption, the provisions of the 
Revenue Act of 1948 must be scrupu- 
lously followed. As already indicated in 
the case of testamentary trusts, the trust 
instrument must provide that the wife 
shall receive all of the income there- 
from at least annually during her life- 
time, and that she have the right to 
dispose of the principal of the trust 
as she sees fit, either during her life- 
time or at her death. 


Eliminating Second Tax 


Thus far the discussion has related 
to one basic procedure in estate plan- 
ning, namely the division of large estates 
into smaller units through the medium 
of gifts. A second basic procedure in- 
volves the postponement of the vesting 
of title to the estate property in heirs 
and beneficiaries so as to eliminate the 
second and possibly the third set of 
death charges and taxes with respect 
to the whole, or any portion, of an 
estate. 


The problem may be illustrated as 
follows: 

Suppose Black, who is a widower. 
dies leaving an estate of $250,000 to his 
only son. The estate is subject to death 
charges and taxes of $75,000, leaving 
only $175,000-for the son. Suppose that 
after five years the son dies and leaves 
the estate to his son, Black’s grandson. 
The estate property is subject to addi- 
tional death charges and taxes, leaving 


only $130,000 for the grandson. 


White, a married man, faces a simi- 
lar problem. His estate amounts to $500,- 
000. But he has not properly planned 
it, leaving it all outright to his wife. 
While the marital deduction permits half 
of the estate to pass to the wife tax 
free, White’s estate must pay a tax on 
the other half. Then, when the wife 
dies leaving the estate to the son, a 
tax must be paid not only on the half 
which the wife received tax free, but 
also on the $250,000 with respect to 
which a tax was already paid. When 
the son dies leaving the estate to the 
grandson, taxes on the whole estate must 
again be paid. As in the first example, 
disastrous estate depletion is the result. 

The trust medium is used to elim- 
inate these successive sets of death 
charges and taxes. Thus Black, the wid- 
ower, might provide in his will that his 
estate be held in trust at his death, the 
income to be paid to his son for life, 
thereafter to his grandson, and at the 


TRUSTS, AND ESTATES 











diti 
ing 
bili 
nin 
flex 


it s 


the 


cho 














Jar 


to a 
- her 
one- 
r the 
f the 
‘upu- 
ed in 
trust 
wife 
here- 
life- 
it to 
trust 


life- 


lated 
plan- 
‘tates 
dium 
e in- 
sting 
heirs 
> the 
t of 
spect 
f an 


d as 


»wer,. 
0 his 
leath 
ving 

that 
“aves 
ison. 
addi- 


ving 


simi- 
500,- 
nned 
wife. 
half 
tax 
x on 
wife 
n, a 
half 
but 
‘t to 
Vhen 
, the 
must 
aple, 
sult. 
elim- 
leath 
wid- 
t his 
, the 
life, 
- the 


ATES 





death of the grandson, the. trust estate 
to be distributed to designated benefi- 
ciaries. Or, White, the married man, 
might provide in his will that one-half 
of his estate pass to his wife in such a 
way as to be tax free, but that the other 
half, which is subject to tax, be kept in 
trust so as to provide income to his 
wife for life, then to his son, and fin- 
ally be distributed to his grandson at 
the death of the son. Under such an ar- 
rangement, death charges and taxes need 
not be paid at the death of the wife or 
son. Even if only one set of death 
charges and taxes can be eliminated, 
the savings are substantial. 


Because a trust may exist for a con- 
siderable period of time, the trustees 
must be given powers sufficiently broad 
to cope with changing times and con- 
ditions and to meet unusual and press- 
ing needs of the beneficiaries. Flexi- 
bility is the cardinal rule in estate plan- 
ning, and the trust medium permits such 
flexibility. 

Now or Later? 


In planning for the use of trusts, 
it should be recognized that a married 
estate owner is not compelled to use 
the marital deduction. He still has the 
choice of either paying a tax upon his 


entire estate at his death, under a plan 
which would eliminate entirely the sec- 
ond tax upon the death of his wife; or, 
of using the marital exemption, paying 
a tax upon only half of his estate and 
recognizing that a tax upon the portion 
passing tax free to his wife will be paid 
at her death. 


In making a choice, the estate owner 
will want to compare the total death 
charges and taxes payable after the 
deaths of both himself and his wife 
under plans calling for all or part of 
the marital exemption, with those under 
plans where the marital exemption is 
not used; the availability of liquid as- 
sets in his estate and his wife’s estate 
wherewith to pay death charges and 
taxes; the advantages of the immediate 
tax savings; the possibilities of changes 
in the law and economic conditions; 
whether family circumstances preclude 
allowing a wife the type of control re- 
quired by the Revenue Act of 1948; the 
size of the wife’s estate; and the possi- 
bility of integrating both the husband’s 
and the wife’s estate programs to take 
fullest advantage of tax minimizing. In 
most instances, the use of-the marital 
exemption will be warranted. 


Since the advantages of the marital 


exemption will be denied to an estate 
owner if his wife predeceases him, 
basic planning — the division of large 
estates into smaller units through the 
medium of gifts, the wise use of trusts, 
etc. — should still take place. Then, if 
the advantages of the marital exemption 
are realized, additional economies will 


be effected. 
Planning for Liquidity 


There remains for discussion a third 
basic procedure in estate planning, 
namely, the planning for sufficient liquid 
assets to meet the death charges and 
taxes that cannot be further minimized. 


One thing the estate owner can do 
during his lifetime is to dispose of val- 
uable but difficult-to-sell assets — like 
objects of art or unproductive real 
estate — and convert the proceeds into 
liquid securities, thus avoiding a forced 
sale at death. Or, the estate owner might 
try to accumulate liquid assets over a 
period of time by regularly setting aside 
a specified sum. One obvious defect in 
this method is that the estate owner may 
not live long enough to complete the 
accumulation. Another serious weak- 
ness is that it is expensive. The amount 
accumulated increases the size of the 
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Here is trustworthy tax counsel to alert you to all developments arising 


* *& *& Montgomery’s 1948-49 FEDERAL TAXES— 


Corporations and Partnerships 


For use in any business, of any size. This corporate 
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tax information with specific recommendations applicable 
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estate and is itself subject to death 
charges and taxes. 

An excellent solution is insurance 
upon the life of the estate owner. It 
provides the necessary funds at the mo- 
ment when needed, thus permitting the 
estate to be transferred to the benefici- 
aries free of shrinkage. 


Arranging Life Insurance 


If life insurance is used to provide 
cash and to offset shrinkage, it should be 
so arranged that the proceeds will not 
be taxed in the insured’s estate. It should 
be applied and paid for by someone 
other than the insured estate owner. He 
must not have any rights in the policies. 
The proceeds should not be payable to 
the insured or his estate. 


Thus, Mrs. Jones may apply for in- 
surance on the life of Mr. Jones and 
pay the premiums out of her own funds 
and name herself as beneficiary. Upon 
Mr. Jones’ death she will receive the 
proceeds. They will not be taxed as part 
of Mr. Jones’ estate unless it can be 
shown that the premiums, while tend- 
ered by his wife, were actually paid in- 
directly by him. With the insurance 
proceeds, Mrs. Jones may purchase as- 
sets from her husband’s estate. The ex- 
ecutor will receive cash with which to 
pay the death charges and she will re- 
ceive assets which might otherwise have 
to be sacrificed in order to obtain cash. 


The same procedure can be followed 
with a life insurance trust. This may be 
the only solution where the wife herself 
possesses a substantial estate. She could 
create such a trust for members of the 
family, pay for insurance on the life of 
her husband and cause the proceeds to 
be payable to the trustee. Upon the hus- 
band’s death, the trustee could transfer 
cash to the estate by purchasing assets 
from it. 


If properly handled, the proceeds of 
such insurance would neither be taxable 
in the estate of the husband nor increase 
the estate of the wife. The premiums 
would be considered as gifts from the 
wife to the beneficiaries of the trust. If 
an insurance trust is not used, the pro- 
ceeds of the insurance purchased by the 
wife on the life of her husband would 
merely increase her own estate taxes. 


Other Uses of Insurance 


While it has always been good prac- 
tice to plan the estates of husband and 
wife simultaneously, it now becomes 
doubly important to do so if the marital 
exemption is to be used. If half of an 
estate is transferred to a wife, provis- 
ion must be made for liquid assets to 
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meet the charges and taxes at her death. 
Life insurance is clearly the most eco- 
nomical and efficient way of providing 
such liquidity for her. 


Life insurance for the wife may ac- 
complish other purposes as well. Thus, 
a husband planning for the use of the 
marital exemption may be deprived of 
its benefits if his wife should predecease 
him. Insurance on the wife will reim- 
burse him for the extra tax he must 
pay under such circumstances. And, if 
the wife does survive, the insurance will 
provide liquidity for her estate. 


Life insurance should be programmed 
and correlated with the rest of the estate. 
For individuals whose estate consists 
largely of life insurance, effective use 
of the settlement options is the key to 
estate planning. The four basic types of 
settlement options are those whereby: 


1. The proceeds are left with the 
company at interest; provision for with- 
drawal of principal can be made. 

2. The proceeds are paid to the bene- 
ficiary as a fixed monthly income for a 
specified number of months. 

3. A fixed monthly income is paid 
until the life insurance proceeds and the 
interest earned thereon while on deposit 
with the company are exhausted. 

4. A monthly income of a prede- 
termined amount is paid as long as the 
beneficiary lives. with a variation pro- 
viding for payments for a minimum pe- 
riod even though the beneficiary’s death 
occurs before the end of the “period 
certain,” the payments continuing to a 
named contingent beneficiary until the 
end of the period. 


Because insurance may receive the 
benefits of the marital exemption, it 
must be set up with an eye towards the 
technicalities of the Revenue Act of 
1948. Most conventional types of insur- 
ance arrangements pursuant to which 
installment payments are made to a 
wife and then at her death to the chil- 
dren will not qualify. If the proceeds 
earmarked for the marital exemption are 
to be paid in installments, only the wife 
should derive any benefits therefrom 
during her lifetime. Any balance re- 
maining at her death should be paid 
either to her estate or to such individuals 
as she may designate under an unre- 
stricted power of appointment granted 
to her by her husband. Existing pro- 
grams should, therefore, be reconsidered 
with a view towards determining 
whether any changes are necessary. 


Business Interests 


Effective estate planning cannot be 
accomplished without considering the 


effect of death where a large part of a 
man’s estate consists of his business, 
whether a partnership, corporation or 
sole proprietorship. It is not always pos- 
sible for the wife or other member of 
the family to continue the business. They 
may be prevented from doing so be. 
cause of age, inexperience or inability 
to get along with associates in the busi- 
ness. It might be most unwise, there- 
fore, to have the future welfare and 
support of a wife and children depend- 
ent upon business risks and uncerta‘n- 
ties. 


This suggests that arrangements 
should be made during lifetime for the 
sale of the business interest upon death. 
Such arrangements are generally ac- 
complished through buy and sell agree- 
ments, implemented by life insurance 
for the purpose of providing the neces- 
sary cash. The purchase price — or a 
formula for determining it — is in- 
cluded in the agreement, thus prevent- 
ing bickering at a critical time. If the 
agreement is fairly drawn, the price 
determined in accordance with its pro- 
visions will also fix the value of the 
business interest for estate tax purposes. 


Wise business men will recognize that 
effective planning requires the services 
of specialists with respect to wills, 
trusts, life insurance, investments and 
taxation. They will protect their fami- 
lies, their achievements, and the estates 
they have created by coping with the 
problems of death and taxes during life- 
time—before it is too late. 
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WIDE INTEREST IN TRUST NEWS 


RTICLES on a wide variety of 

topics, first published in Trusts 
AND Estates, have been reprinted or 
excerpted in scores of magazines, news- 
papers and bulletins throughout the 
country during recent months. Among 
those to carry a story on our survey 
Who Owns Big Business? were: Time, 
Reader’s Digest, Management Review, 
The Controller, Journal of Commerce 
and executive or employee magazines 
of leading corporations. The large hold- 
ings of trust institutions—for the benefit 
of thousands of men, women and minors 


—was a feature of this study. 


Reports and articles on estate plan- 
ning, small estates administration, and 
many other fiduciary subjects have been 
reprinted from this magazine in news- 
papers and publications in the fields of 
Law, Insurance, Accountancy, Invest- 
ment, Education and Business. 
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TRUST PERSONNEL CHANGES 


CALIFORNIA 


Los Angeles—CALIFORNIA TRUST Co. 
elected Samuel S. Rolph a vice president; 
Virgil D. Sisson, trust officer; and W. H. 
Light, assistant secretary. Mr. Rolph, a 
graduate of Cornell University law 
school, joined the trust company’s staff 
in 1926, coming from the First Trust Co. 
of Hilo, Hawaii. Mr. Sisson has been as- 
sociated with the California Trust since 
1927; Mr. Light, since 1929. 


Los Angeles—Harry E. Petersen has 
been appointed advertising manager of 
CITIZENS NATIONAL TRUST & SAVINGS 
BANK. Formerly advertising manager for 
the Gruen Watch Co. and a division ad- 
vertising manager for Sears, Roebuck 
Co., Mr. Petersen also served as Captain 
and director of publicity on the head- 
quarters staff of General MacArthur. 

Los Angeles — 
Election of vice pres- 
ident Taylor F. Mul- 
lens as manager of 
the trust department 
and member of the 
executive committee 
| —o0f SECURITY- FIRST 
NATIONAL BANK has 
been announced by 
George M. Wallace, 
chairman of the 
board. Mr. Mullens succeeds Louis H. 
Roseberry, who retired December 31. 
Bruce H. Grigsby, vice president in the 
trust department, retired at the same 
time but, like Senator Roseberry, will 
remain a member of the Trust Committee. 
Mr. Mullens has been with the bank 
since 1923. He became a vice president 
in 1941 and vice president and assistant 
manager in 1947. 


Senator Roseberry has been one of the 
leading figures in the trust field, having 
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BruceE H. GRIGSBY 


L. H. ROSEBERRY 


pioneered in the development of newer 
types of trusts to meet changed social and 
economic conditions, worked for the uni- 
fication of fiduciary forms and laws, 
urged more adequate fees for trust ser- 
vice and developed many successful new- 
business methods. One of the founders of 
the Trust Division of the California 
Bankers Association and for many years 
its chairman, he also held numerous com- 
mittee assignments in the Trust Division 
of the American Bankers Association. 
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Mr. Roseberry has contributed largely 
to the trust literature of our time and 
TRUSTS AND ESTATES has been privileged 
to publish many of his articles. It is fit- 
ting that this issue contains one review- 
ing the developments in the trust business 
during his 36 years with the bank. As a 
young lawyer, Roseberry was a member 
of the California State Senate, introduc- 
ing and sponsoring its first civil service 
law and Workmen’s Compensation Act. 


Mr. Grigsby served four years as dis- 
trict attorney of Neosho County, Kansas, 
coming west in 1912 to join Security’s 
trust department as assistant trust offi- 
cer. In the twenties he undertook for the 
bank the administration of the estate 
of Henry E. Huntington, California rail- 
road magnate, which at that time was the 
largest estate ever handled by a trust 
company west of Chicago. 


CONNECTICUT 


New Haven—Osborne A. Day has re- 
tired as vice president of the UNION & 
NEW HAVEN TRUST Co., but continues as 
a director. He had been with the com- 
pany 29 years. 


GEORGIA 


Atlanta — Robert 
A. Alston has been 
made vice president 
and trust officer of 
CITIZENS & SouTH- 
ERN NATIONAL BANK, 
to develop new trust 
business. A member 
of the Georgia Bar 
Association, Mr. Al- 
ston was formerly in 
the legal department 
of the Reconstruction Finance Corp., 
joining the Citizens & Southern in 1947. 
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ILLINOIS 


Chicago—Of the ten “old timers” of the 
CONTINENTAL ILLINOIS NATIONAL BANK 
& Trust Co. who retired on pension at 
the end of the year after 35 or more 
years of service, the following were in 


the trust department: Curt V. Zemke, 
John A. Riske, Edward A. Kruse, and 
Stephen G. Morse (trust officer). 


Chicago—Joseph M. Long has been 
named trust officer of STANDARD STATE 
BANK. He was formerly assistant vice 
president of PULLMAN TRUST & SAVINGS 
BANK. Michael W. Collins, manager of 
the real estate department, was named 
assistant trust officer. Mr. Long is presi- 
dent of the Cook County Corporate Fidu- 
ciary Assn. Mr. Collins joined Standard 
State last September, before which he 
was with the Chicago Title & Trust Co. 


MARYLAND 
Baltimore—At UNION Trust Co., Fred- 
erick Knieriem advanced to trust officer. 


MINNESOTA 


Minneapolis—In the trust department 
of First NATIONAL BANK, Floyd L. 
Dwight and Henry Henretta were pro- 
moted to vice presidents. Mr. Dwight, for- 
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merly associated with the Merchants Na- 
tional Bank & Trust Co. at Fargo, N. D., 
has been an officer since 1941. Mr. Hen- 
retta has been associated with the First 
National since 1928, and an officer since 
1936, previously having been engaged in 
banking and the practice of law in North 
Dakota. 
NEW YORK 


New York—BANKERS TRUST Co. pro- 
moted D. J. Giles to trust officer; named 
I. E. Wite assistant trust officer. Alex H. 
Ardrey was elected to the newly created 
office of executive vice president, while 
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A. H. ARDREY B. A. TOMPKINS 


B. A. Tompkins, vice president since 1920, 
was named senior vice president. 


New York—CENTRAL HANOVER BANK 
& Trust Co. has made the following pro- 
motions and elections in its main office 
trust division: Rector K. Fox promoted 
to vice president; Benjamin Spier to as- 
sistant vice president; H. Clay Dennett, 
.William R. Morris and Russell R. Roetger 
elected assistant secretaries. 

New York — Law- 
rence C. Marshall 
has been elected 
president of BANK 
OF THE MANHATTAN 
Co., succeeding F. 
Abbot Goodhue, who 
reached retirement 
age; Graham B. 
Blaine elected vice 
chairman; John E. 
Carroll and Henry 
W. Pfister elected trust officers; John W. 
Grothier and Thomas A. Jack elected as- 
sistant trust officers. 


Mr. Marshall, who is 44 years of age, 
started his banking career in 1925 with 
the American Exchange National Bank 
in New York City. Following the merger 
of that institution with the Irving Trust 
Co., he became associated with the Stock 
Exchange firm of C. D. Halsey & Co. In 
1934 he joined United States Trust Co. 
of New York. He was assistant vice pres- 
ident in charge of its banking depart- 
ment when he left in 1946 to become vice 
president of the Bank of the Manhattan 
Co. For the past several years Mr. Mar- 
shall has served as a vice chairman of 
the fund-raising campaign of the New 
York University-Bellevue Medical Center. 


New York—E. Bates McKee, an as- 
sistant vice president of CiTy BANK 


LAWRENCE MARSHALL 


FARMERS TRUST Co., became a general 
partner of Richard W. Clarke & Co., 
member of the New York Stock Ex- 
change. 


New York—Two new vice presidents 
appointed by FiIpUCIARY TRUST CoO. are: 
John G. Winchester and Alice H. Palache. 
A graduate of Harvard, Mr. Winchester 
has been with the Company since 1940; 
Miss Palache is a graduate of Bryn 
Mawr and has been with the Company 
since 1933. Both will continue in the in- 
vestment department. 


New York—Charles S. McVeigh has 
been made chairman of the board of di- 
rectors of FULTON TRUST Co., succeeding 
the late Lewis Spencer Morris, who was 
also his partner in the law firm of Morris 
& McVeigh. Mr. McVeigh is a trustee of 
New York University-Bellevue Medical 
Center, a director of Globe & Rutgers 
Fire Insurance Co., and a member of the 
board of directors of Frederick Loeser & 
Co. 

New York—IRVING TRUST Co. promoted 
Earl S. MacNeill to vice president in 
charge of trust new business, and Ed- 
ward J. Veitch to assistant vice president 
in the personal trusts division. 


New York—NeEw YorK Trust Co. has 
promoted Stockton Green and Alfred S. 
Olmstead, Jr., to assistant vice presi- 
dents; Raymond F. Adams and John F. 
Garde, Jr., to assistant treasurers; and 
appointed Charles C. Hawley an assistant 
secretary. 


Rochester—Nelson 
G. Turner, member 
of the staff of LIN- 
COLN ROCHESTER 
Trust Co. for 28 
years, was elected 
trust administrator, 
among recent promo- 
tions announced by 
president Raymond 
N. Ball. A graduate 
of Rochester Busi- 
ness Institute and American Institute of 
Banking, he has been engaged in trust 
bookkeeping and accounting for several 
years. Bertrand H. Mallison was elected 
assistant secretary in the investment de- 
partment. 


NELSON TURNER 


Serving as Fiduciary only 


1n 


Northeastern Michigan 


BAY TRUST COMPANY 


BAY CITY 


MICHIGAN 


OHIO 


Cincinnati—Halsey G. Bechtel, Jr., 
has been promoted to trust officer at 
CENTRAL TRUST Co. 


Columbus—Max A. Hewitt, former in- 
vestment banker of New York, has been 
appointed trust representative for OHI0 
NATIONAL BANK. 


PENNSYLVANIA 


Philadelphia—Promotions and elections 
at the FIDELITY-PHILADELPHIA TRUST Co. 
were as follows: Maurice D. Hartman 
and Henry D. M. Sherrerd promoted to 
vice presidents in the estates and trusts 
division; Frederick H. Belfield, Raymond 
T. Parker and James A. Barnes, to as- 


M. D. HARTMAN H. D. M. SHERRERD 


sistant vice presidents; Conrad D. Barto 
and William Gauer, to trust officers; 
Herbert F. Gretz and Milton H. Carr, 
to trust investment officers; Frederick G. 
Rogers and Walter R. Hagey, to assist- 
ant secretaries; Davenport Plumer, Jr., 
elected assistant trust investment officer. 


Philadelphia — PROVIDENT TRUST Co. 
elected William Weir Donaldson assistant 
trust officer. 


RHODE ISLAND 


Providence—Everett S. Hartwell re- 
tired January 1 as first vice president 
and supervisor of advertising of INDUs- 
TRIAL TRUST Co.; Earl S. Crawford, vice 
president, has assumed his advertising 
duties. 


VERMONT 


Rutland—RUTLAND Trust Co. elected 
Edmund P. Shaw a treasurer in addition 
to his title of trust officer; Henry A. 
Dahlgren, vce president. 


Rutland—John W. Burke, cashier and 
trust officer of RUTLAND CoUNTY NATION- 
AL BANK, has also been elected assistant 
vice president and a member of the board 
of directors. 


WISCONSIN 


Sheboygan—William T. Scott has been 
made an assistant trust officer at CITI- 
ZENS STATE BANK. 


CANADA 


Montreal—MoNnTREAL TRUST CO. ap- 
pointed Gordon F. Harkness as general 
supervisor at this office, transferring him 
from Toronto, where that position as 
manager is now filled by Donald E. Ker- 
lin, former manager of the Vancouver 
office. 
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Toronto & Montreal—Terence Sheard 
has been made general manager of the 
main office of NATIONAL TRUST Co., while 
J. C. Hungerford was made assistant 
general manager and head of the trust 
department and H. H. Wilson named as- 
sistant general manager. At Montreal, 
T. W. Hodgson was named manager. W. 
N. Simpson was appointed secretary of 
the Company, succeeding W. G. Davidson 
who retired after 42 years of service. He 
joined the Company in 1912 and was ap- 
pointed manager of the stock transfer 
department at Toronto, and personnel di- 
rector 10 years later. 


BANK MERGERS 


Indianapolis, Ind.—FOUNTAIN SQUARE 
STATE BANK has become the fifth branch 
of the MERCHANTS NATIONAL BANK since 
a merger completed last November. Val 
F. Schneider has been elected vice pres- 
ident and acting manager of the branch. 


Worcester, Mass.—Subject to approval 
of stockholders and Federal authorities, 
directors of the WORCESTER COUNTY 
Trust Co. voted to buy assets and as- 
sume deposit and certain other liabilities 
of the SOUTHBRIDGE (Mass.) NATIONAL 
BANK. It is expected that all officers and 
personnel of the bank will be retained, 
and the Southbridge office maintained as 
a branch. 

Providence, R. I.—RHODE ISLAND Hos- 
PITAL TRUST Co. acquired over two-thirds 
of the outstanding stock of the NATIONAL 
BANK OF COMMERCE and will operate that 
office as a branch. 


BRIEFS 


Atlanta, Ga.— FULTON NATIONAL BANK 
has adopted a pension plan for all its 
personnel retiring at 65. The plan is of 
the self-administered type, trusteed with 
the bank’s trust department. 

Chicago, Ill. — EXCHANGE NATIONAL 
BANK has been granted trust powers un- 
der the Federal Reserve Act. 


Evansville, Ind.—Wilbur C. Clippinger, 
vice president and senior trust officer of 
CITIZENS NATIONAL BANK, has been elect- 
ed a member of the Y.W.C.A. board of 
trustees. 


New York, N. Y.—The Twenty-Five 
Year Club of MANUFACTURERS TRUST Co. 
elected Charles Frederick as president at 
the annual banquet. Harvey D. Gibson, 
president of the Company, presented ser- 
vice plaques to 49 new members. 


Milton, Pa.—First Milton National 
Bank has been granted permission by the 
Treasury Department to change its name 
to First NATIONAL BANK of Milton. 
Lindley S. Hurff is president and trust 
officer. 

Bluefield, West Va.—G. H. Lawhead, 
Vice president and trust officer of FLAT 
Top NATIONAL BANK, has been elected 
chairman of the Committee for Develop- 
ment of Trust Work, West Virginia 
Bankers Association. 


January 1949 





Hospitalized veterans and underprivileged children received more than 6500 Christmas 
gifts from employees of Bankers Trust Company. At ceremonies held on December 16. S. 
Sloan Colt, president of the Bank, and David R. Young, head of the Bankers Club, the 
employees organization, presented the gifts to representatives of New York charitable 
institutions, churches, and military hospitals. The event is an annual one held in connection 
with the employees Christmas party, at which time employees’ relatives and friends 
are invited to tour the bank, visit the various departments, and attend a concert held on 
the main banking floor. Over four thousand employees and their families were present. 
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Books 


Montgomery’s Federal Taxes — Es- 
tates, Trusts and Gifts, 1948-49 
ROBERT H. MONTGOMERY & JAMES O. 
WYNN. The Ronald Press, New York. 1261 
pp. $10. 

Exactly 20% additional material is 
contained in the new edition of this 
hardy and most welcome perennial. Sig- 
nificantly, the opening chapter on Plan- 
ning the Distribution of an Estate runs 
62 pages, as compared with the previous 
edition’s 36, due in large measure to the 
introduction of the marital deduction for 
estate and gift taxes and splitting of in- 
come tax purposes. The effects of these 
changes are also discussed elsewhere 
throughout the volume, as are the major 
proposals which passed the House last 
year but died in the Senate in the rush 
for adjournment. 


Apart from these important revisions, 
the new book re-examines in its custom- 
ary, authoritative and helpful manner 
the subject matter of the prior version 
and brings the discussion up to date on 
the basis of recent developments. In com- 
pact and convenient form, it covers the 
statute, regulations and leading decisions 
on every phase of estate and gift tax- 
ation as well as income taxes affecting 
estates, trusts and decedents. If the ex- 
perience of the past dozen years is any 
criterion, this reviewer, along with count- 
less others, will during 1949 turn first 
to Montgomery for the quick answer on 
any question of fiduciary taxation. 


Readers who are interested in other 
phases of taxation will find equally help- 
ful Montgomery’s Federal Taxes — Cor- 
porations and Partnerships, 1948-49, a 
two-volume set of some 1900 pages which 
sells for $20. 


Present Day Banking, 1948-1949 


American Bankers Association, New York. 438 
pp. $4 to members; $5 to others. 


To provide bankers, business men, and 
students with a record of the affairs and 
activities of the banking business during 
the twelve-month period that constitutes 
its Association year, the American Bank- 
ers Association has published this annual 
review, similar to the one of a year ago. 
This volume interprets current devel- 
opments in banking. Its thirteen chapters 
are: Business and Finance; Credit; Leg- 
islation and Taxation; Public Relations; 
Banking Education; Operations and 
Management; Insurance and Protection; 
National Banks; State Banks; Savings 
Services; Trust Services; State Associa- 
tions; and Organization. In addition, the 
book contains a list of bankers who are 
members of Committees, Commissions, 
and Councils which constitute the work- 
ing machinery of the Association. 
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ARTICLES 


Check List for Wills and Trusts 
EDWARD R. KANE. Taxes, December. 


Divided into five parts, the check list 
is designed as a timesaver for the ex- 
perienced draftsman in enabling him to 
determine quickly whether any major 
point has been overlooked and in helping 
him to recall previously acquired knowl- 
edge of complicated tax questions. In the 
first of the five sections, devoted to Gen- 
eral. Provisions, the items are set forth 
in the order in which they would logically 
appear in an instrument. The other parts 
deal with Powers of Appointment, Living 
Trusts, Committee, and Marital Deduc- 
tion, the latter covering 24 points. 


New Estate and Gift Tax Regulations 
JAY O. KRAMER. Taxes, December. 


This article highlights briefly the pro- 
posed regulations governing the marital 
deduction for estate and gift taxes. After 
explaining the requirements for a qual- 
ifying trust, the author discusses the 
more technical phases such as nondeduct- 
ible interests, valuation of qualifying in- 
terests, credit for gift tax and property 
previously taxed. With respect to the 
gift tax, he outlines the procedure for 
filing returns and signifying consent to 
treat the gift by one spouse as that of 
both spouses. 


The Marital Deduction for Substan- 
tial Estates 


ALBERT MANNHEIMER. Taxes, January. 


This exceedingly helpful article deals 
with the situation where the wife has an 
estate equal to or greater than the hus- 
band’s. The general reaction has been 
that the former should not be pushed into 
a higher bracket through utilization of 
the marital deduction in the husband’s 
estate. The author, an attorney, shows 
by tables, however, that even where the 
wife’s estate is twice as large as her 
spouse’s, the increase in hers will not 
cause a sufficient rise in the federal 
estate tax to warrant foregoing the ad- 
vantages of the marital deduction. In 
one situation of equal estates, a marital 
deduction of one-half the maximum will 
actually decrease the total tax. Use of 
insurance in special cases is pointed out. 


Federal Estate Tax and Discretionary 
Powers 


Univ. of Pennsylvania Law Review, December. 


This Note deals with a trustee’s dis- 
cretionary power to pay principal to the 
income beneficiary and the power to ac- 
cumulate income. Breaking the question 
down into whether or not the settlor is 
a trustee, the discussion analyzes the de- 


cisions. It is suggested that in creating 
a living trust it is inadvisable to em- 
power even an independent trustee to use 
principal or income for the grantor un- 
less other considerations dictate assump- 
tion of the taxation risk which is in- 
volved. The taxpayer may feel fairly safe 
in retaining a power in himself as trus- 
tee, exercisable for others, provided he 
ties it down to something more specific 
than the beneficiary’s “benefit.” Gener- 
ally, a settlor should feel safe in en- 
trusting discretionary powers to an inde- 
pendent trustee but should beware of 
attempts to continue his own control. 


Tax Planning for Estates 


North Carolina Law Review, December. 


This issue is devoted largely to a sym- 
posium of articles under the above title. 
Included are a 16-page introduction to 
the subject by Professor Charles L. B. 
Lowndes, noted tax authority, and dis- 
cussions under the following headings: 

Amendments of the Revenue Act of 
1948, Life Insurance and the Federal 
Estate Tax, Estate Taxation of Powers 
of Appointment, Tax Savings by Char- 
itable Gifts, Income Tax Precautions, 
Contracts for the Purchase of Property 
or of an Interest in a Business from a 
Decedent’s Estate, Provision for Pay- 
ment of Death Taxes, and Planning for 
North Carolina Death and Gift Taxes. 


Survey of New York Law, 1947-48 


New York Univ. Law Quarterly Review, Novem- 

ber. 

This annual review of statutory and 
judicial developments covers the wide 
range of public law, taxation, labor law, 
commercial law, equity, torts and per- 
sons, adjective law and property law. 
Of special interest to New York readers 
of this magazine is the latter section 
which includes chapters on future inter- 
ests and on trusts, both by Dean Russell 
D. Niles, as well as a chapter on the law 
of succession by Professor Thomas E. 
Atkinson. 


OTHER ARTICLES 


Some Perpetuities Problems under 
Pennsylvania Estates Act of 1947: Univ. 
of Pennsylvania Law Review, December. 

Theory of Charitable Trusts in Illinois, 
by George B. Young: Illinois Law Re- 
view, Nov.-Dec. 

Joint Tenancy in Iowa, by Leo E. Fitz- 
gibbons: Iowa Law Review, November. 

The Revenue Act of 1948: Federal Es- 
tate and Gift Taxation, by Milton D. 
Solomon: Michigan Law Review, Decem- 
ber. 

Development of Common Law Dower, 
by George L. Haskins: Harvard Law Re- 
view, November. 
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INCOME TAX 


Income of trust for wife not taxable 
to grantor. Taxpayer created irrevocable 
trust for benefit of his wife, naming his. 
son and daughter secondary beneficiaries. 
Instrument provided that wife receive 
$2,500 annually, together with any addi- 
tional sums for her maintenance and sup- 
port. If income from trust was insufficient 
in any one year to make required pay- 
ments to wife, trustees were empowered 
to use principal. Commission contended 
that trust provisions required that all 
trust income payable to wife must be for 
her support, and since it discharged a 
legal obligation of the grantor, it was 
includible in his income and taxable to 
him. 

HELD: Amounts paid to wife are not 
taxable to grantor. Trust agreement 
seemed clear in its provision for one 
definite annual payment of $2,500 to wife 
with no limitation or restriction attached 
thereto. Further, she actually deposited 
practically all of the $2,500 she received 
in her own savings account. This treat- 
ment of the income negatived any sug- 
gestion that the $2,500 was designed for 
the maintenance and support of the wife. 
Sturman Est., 11 T. C., No. 107, Nov. 30. 


Stock dividends properly allocated to 
principal. In 1937 shares of stock were 
distributed as a stock dividend to a testa- 
mentary trust created in New York for 
benefit of taxpayer. Trustees allocated 
stock dividend ‘to principal of trust and 
paid income tax thereon. Commissioner 
alleged that dividend constituted income 
currently distributable and _ included 
amount in income of taxpayer for tax- 
able year of distribution. 


HELD: For taxpayer. New York law 
provides that stock dividends are to be 
added to principal, unless otherwise pro- 
vided for in the trust instrument. Will 
here empowered trustees to determine 
any questions which might arise as to 
what constituted income or principal, and 
that determiniation should be conclusive 
against all parties. Trustees were reason- 
ably within their granted authority and 
laws of New York State in allocating the 
Stock dividend to principal. Biddle v. 
Comm., 11 T. C., No. 106, Nov. 30. 


Bad debt loss deductible in year loss 
occurs. Taxpayer, executor of father’s es- 
tate, executed two mortgage notes in 1918 
on properties owned by him individually. 
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Proceeds of notes were applied against 
obligations of estate which had been per- 
sonally guaranteed by taxpayer. Estate 


became insolvent and ceased to function. 


about 1930. In 1942, taxpayer paid 
$11,800, and in 1948 additional $375 in 
discharge of balance due on mortgage 
notes. Taxpayer took loss deductions on 
his income tax returns for those years, 
contending that since he was on a cash 
basis and actually made the payments in 
1942 and 1948, losses were deductible in 
those years. 


HELD: Deductions disallowed. Trans- 
action was one in which taxpayer loaned 
his personal funds to estate, which it was 
obligated to repay. When estate went out 
of existence, that was time when debts 
became worthless and deductions should 
have been claimed in that taxable year. 
Harris v. Comm., 11 T. C., No. 105, Nov. 
29. 


Income of business transferred to chil- 
dren taxable to them. Many years prior 
to his death, taxpayer conducted a hard- 
ware business with his wife on an equal 
ownership basis. Upon wife’s death hus- 
band continued to operate business. At 
age of 83, he transferred entire business 
to two sons and a daughter. Thereafter, 
they conducted it as a _ partnership. 
Father continued to perform routine 
duties and received small salary. Com- 
missioner determined that entire income 
from business belonged to father. 


HELD: For taxpayer. Facts negative 
any idea that transfer to children was 
for purpose of evading income taxes. 
Transfer was absolute and complete with 
no semblance of control retained. Sparks 
Est., T. C. Memo, Dkt. 14116, Dee. 1. 


ESTATE TAX 


Deduction allowed for charitable be- 
quests where invasion of remainder un- 
likely. Decedent’s will bequeathed residue 
of her estate in trust for husband for life, 
with remainder over to ten charitable 
organizations. Trustees were empowered 
to invade principal, “up to and including 
the whole thereof,” “as in a liberally ex- 
ercised judgment, shall be required from 
time to time for the comfort and support 
of my said husband for his lifetime.” 
Husband was 83 years of age at time of 
wife’s death, with life expectancy of 
about 3% years. His income from his 
own estate and from trust created by 
wife prior to her death was more than 
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ample for his needs. Commissioner held 
that no deduction was allowable for be- 
quests to charity on account of uncer- 
tainty arising from power to use prin- 
cipal for “comfort and support” of hus- 
band. 


HELD: Amounts passing to charity 
could be computed with reasonable accur- 
acy at time of decedent’s death, and are, 
therefore, deductible. Quoted language re- 
stricted trustee from making payments 
unless husband’s income should be in- 
adequate for his habitual comfort and 
support. Since husband’s income from 
other sources exceeded his habitual ex- 
penses, it was reasonable to assume that 
principal would not be invaded. Kenny 
v. Comm., 11.T. C., No. 104, Nov. 29. 


Transfer made in contemplation of 
death where rate of giving accelerated. 
Decedent died in 1942 at age of 76. Dur- 
ing last year of her life, she made gifts to 
children totaling $190,000. Upon her 
death gross estate reported by executor 
amounted to $95,000. Commissioner in- 
creased estate by including the $190,000 
as having been given in contemplation of 
death. 


HELD: Transfers were made in con- 
templation of death. Decedent and hus- 
band had followed definite pattern of 
making small gifts to children over pe- 
riod of years. However, early in 1941, 
upon visiting her doctor, X-ray disclosed 
probable presence of incurable disease. 
Although she was not informed of the 
nature of her illness, court felt that as 
a highly intelligent woman she probably 
suspected it and this was the reason for 
so rapidly accelerating rate of giving in 
the last year of her life. Est. of Basset 
v. Comm., C. C. A. 2, Nov. 29. 


Trust of community property estab- 
lished under joint will taxable as in con- 
templation of death. In 1928 decedent and 
her husband, residents of Texas, a com- 
munity property state, made a joint will 
which was both contractual and testa- 
mentary in character. Upon the death of 
husband, entire community property was 
under terms of will divided in two trusts, 
one for estate of husband and one for de- © 
cedent. Decedent was entitled to sum of 
$40,000 out of income of both trusts, and 
principal could be invaded, if necessary, 
to make the payments. Balance of trust 
was to be turned over to daughter eight 
years after decedent’s death. Property 
in decedent’s trust amounted to $1,289,- 
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000 at death. By agreement with Com- 
missioner, 30 per cent of value of trust 
was included in decedent’s estate. Estate 
paid tax and after time elapsed in which 
deficiency could be changed, brought suit 
for refund. 

HELD: Entire trust includible in de- 
cedent’s estate as transfer made in con- 
templation of death and also as transfer 
intended to take effect in possession and 
enjoyment after death. Decedent re- 
served right to annual income of $40,000, 
and full or complete possession and en- 
joyment of trust were withheld from 
daughter until eight years after de- 
cedent’s death. Scofield v. Bethea, C. C. A. 
5, Nov. 19. 


Deduction for property previously tax- 
ed may not be reopened. In 1931 de- 
cedent’s husband executed deed to her of 
certain real properties. Deed was not 
recorded until 1936, after death of hus- 
band. Federal estate tax return was not 
filed until 1944 and deficiency was then 
assessed based on inclusion of above 
properties in decedent’s estate. Commis- 
sioner sent letter to estate confirming de- 
ficiency. Upon death of wife in 1942, 
properties were included in her estate. 
In 1946, Commissioner proposed an over- 
assessment in tax because of credit for 
property previously taxed. In 1947 Com- 
missioner reversed himself and proposed 
over-assessment in husband’s estate on 
ground property was not part of hus- 
band’s estate. Purpose was to tax proper- 
ties in wife’s estate at their full value, 
without credit for property previously 
taxed. Additional tax was paid and suit 
for refund instituted. 


HELD: Refund granted. Inclusion of 
properties in husband’s estate was ap- 
proved by Commissioner. When tax was 
paid, executor was advised no further 


action was necessary. Thus, action had all 
the elements of a final adjudication. Com- 
missioner’s contention that finality con- 
templated by statute is “judicial” final- 
ity cannot be approved. Wells Fargo 
Bank & Union Trust Co. v. United States, 


a. D. Gs 
Nov. 4. 


Gift of stock serving as security for 
loan not taxable in estate. In 1934, de- 
cedent, a resident of Georgia, made gift 
to her son of shares of Coca Cola stock 
that had been pledged with bank to se- 
cure loan. Upon her death in 1941, Com- 
missioner contended that because stock 
had been so pledged, no valid delivery 
had been made, and it was thus includible 
in decedent’s estate. 


(N. D. Cal., So. Div.), 


HELD: There was ample evidence to 
support jury’s findings that gift had been 
made; stock was not includible in de- 
cedent’s estate. 


Georgia law provides that “actual man- 
ual delivery shall not be essential to the 
validity of a gift.” There was ample evi- 
dence to indicate intention to make gift 
and to support contention there was at 
least a valid constructive delivery; for 
instance, the filing of a gift tax return, 
the transfer of stock on books of com- 
pany upon affidavit of donor and receipt 
thereafter by donee of all dividends. 
Foley v. Allen, C. C. A. 5, Nov. 12. 


Deduction for property previously tax- 
ed allowed in part. Decedent died in 1943. 
He had received one half of trust created 
by his uncle, who died in 1941. Decedent’s 
share of trust amounted to $220,000, for 
which a deduction was taken on his estate 
tax return for property previously taxed. 
Commissioner allowed a deduction of 
$66,395. Subsequently, when deficiency 
was determined for other reasons, estate 





The First National Bank of Chicago was host to 750 visiting bankers attending the A.B.A. 
Credit Conference in December at buffet luncheons served in the newly-remodelled quar- 
ters of the Trust Department of the bank. New type low brightness fluorescent lamps in 
recessed troughs eliminate the needs for desk or machine lamps. Soundproefing, ventilation 
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appealed and Commissioner in his an- 
swer made an affirmative allegation that 
he had erred in allowing deduction for 
property previously taxed. Thereupon, he 
asked for increased deficiency of $18,709. 


HELD: Commissioner’s original deter- 
mination correct; affirmative plea for in- 
creased deficiency denied. Trust property 
of uncle of which decedent received half 
was not at first reported as part of 
uncle’s estate. Subsequently, Commis- 
sioner swept entire trust property into 
uncle’s estate and determined deficiency 
of $73,661. This was later compromised 
at $13,773. From this it is evident that 
at least a portion of trust property was 
included in uncle’s estate and a tax paid 
thereon. However, decedent’s estate had 
burden of proving that entire amount re- 
ceived from uncle’s trust was includible 
in uncle’s estate. This the estate was un- 
able to do. Est. of Longbridge, 11 T. C., 
No. 115, Dec. 6. 


Transfer by husband to wife of com- 
munity property not a gift where con- 
sideration existed. Decedent, a resident 
of Texas, purchased real property there 
in 1927, subject to a mortgage. In 1940 
he sought to re-finance the mortgage loan 
at a lower rate of interest. To accomplish 
this purpose he deeded one half of prop- 
erty to his wife. Other half was deeded 
by husband and wife to a trustee and by 
trustee back to husband. Thereafter, hus- 
band and wife each applied for and ob- 
tained a loan on their respective proper- 
ties. Upon death of decedent, Commis- 
sioner included entire property in estate 
of husband. Estate resisted this finding 
on ground that conveyance was a gift 
to wife. 


HELD: Conveyance not a gift; proper- 
ty includible in estate of decedent. Ac- 
cepted definition of a gift is, “a volun- 
tary transfer of property by one to an- 
other without any consideration or com- 
pensation therefor.” Transaction did not 
come within that definition, for wife 
would have received nothing if she had 
not at same time transferred to her hus- 
band property of an equal value. Very 
purpose of plan was to put both parties 
in position to apply for and receive a 
new loan, and wife knew that she would 
get nothing for her separate use out of 
proceeds of loan. Hunt Est., 11 T. C. 116, 
Dec. 6. 

Ae ee 


Reducing Estate Shrinkage 


Essential considerations in reducing 
estate shrinkage based on the 1948 Rev- 
enue Act are presented in the revised 
edition of “The Cost of Doing Nothing 
vs. Doing Something About Your Estate,” 
a 32-page booklet by George J. Laikin, 
Wisconsin legal editor of TRUSTS AND 
Estates. He reviews advantages and 
limitations of using the new marital de- 
duction provision. 

The booklet is published at $1.00 by 
Charles D. Spencer & Associates, Inc., 
166 West Jackson Boulevard, Chicago. 
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Recent Fiduciary Decisions 


ACCOUNTING — Court — Notice Re- 
quired on Allowance of Probate 
Accounts — Appointment of Guar- 
dian Ad Litem for Minors 


Massachusetts—Supreme Judicial Court 


Young v. Tudor, 1948 A.S. 1215; Dec. 9, 1948. 


The questions in this case arose on the 
8th to 12th accounts of a trustee. The 
citation directed that notice be given to 
all persons interested. Service was made 
by publication and mailing to all persons 
(issue of the testator) who had vested 
interests, but no notices were mailed to 
some fifty of the issue who had only con- 
tingent interests (many of whom were 
minors) or to the heirs of the testator’s 
brothers and sisters (all deceased) who 
would take the principal on failure of 
issue to the testator. A guardian ad litem 
was appointed to represent persons un- 
born and unascertained and minors hav- 
ing contingent interests. The return of 
service showed mailing only to persons 
having vested interests. The judge 
found that the accounts were true and 
reserved the case for the full court. 


HELD: The notice was not sufficient 


to warrant the probate court in proceed-: 


ing on the accounts. Under the statute 
(G.L. 206, §24) there was no ground for 
making a distinction between persons 
having vested and those having contin- 
gent interests. Notice must be given to all 
persons interested, except possibly in the 
case of contingent interests which are 
“so utterly unsubstantial as to amount 
to nothing more than a film of mist.” An 
accountant is not justified in treating as 
unascertained persons who at the moment 
are not known to him, where no rea- 
sonable effort has been made to find out 
about them. 


BENEFICIARY RELATIONS — Partial 
Merger of Legal and Beneficial In- 
terests Not Permitted 


New Jersey—Supreme Court 
Mesce v. Gradone et al., 62 A. (2d) 394. 


Testatrix devised property to her hus- 
band for life, remainder to her son Fred- 
erick, in trust, with directions to sell the 
property upon the death of her husband 
and to distribute the proceeds among all 
her ten children. Frederick was thus 
beneficially vested in an undivided one- 
tenth of the property, in addition to hold- 
ing the legal title as trustee. The com- 
plainant, a judgment creditor, claims 
title by virtue of a sale upon execution 
of Frederick’s interest, contending that 
Frederick’s beneficial estate merged with 
the legal title held by him as trustee. 


HELD: Decree dismissing complaint 
affirmed. Where a sole trustee is also 
Vested ‘with the entire beneficial inter- 
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occupying a dual capacity, he owes him- 
self legal duties. Under such circum- 
stances, the legal and equitable interests 
would merge and such person would hold 
the property free from the trust. 


But a partial merger does not occur 
when a sole trustee shares the equitable 
interest with other beneficiaries. No legal 
principles are then violated. No reason 
of public policy or of legal procedure 
then demand defeat of the settlor’s intent. 
An undivided share held by a trustee- 
debtor in trust is not subject to a levy 
and execution even though legal title 
reposes in him as trustee. 


COMPENSATION — Executor’s Com- 
missions Allowed on Proceeds of 
Realty Sale 


Pennsylvania—Supreme Court 
Shaffer Estate, 360 Pa. 390. 


In pursuance of a discretionary power 
of sale, executors sold decedent-owned 
real estate and accounted for proceeds 
est, a legal repugnancy exists, since, by 


before the Orphans’ Court. The will also 
authorized the collection of rents and 
these rents and the disbursements there- 
from also were included in the account- 
ing. The residuary legatees contended 
that because the power of sale did not 
work an equitable conversion, the pro- 
ceeds and rents should have been dis- 
tributed directly to them without diminu- 
tion for executors’ commissions and coun- 
sel fees. The lower court approved the 
account as stated. 

HELD: Affirmed. An executor may 
convey real estate under a testamentary 
discretionary power of sale, even though 
the power does not amount to an equit- 
able conversion. The conversion occurs 
when the power is exercised and prior to 
that time, the interests of the devisees 
therein is subject to the exercise of the 
power of sale by the executor in further- 
ance of the proper administration of the 
estate, which need not necessarily be for 
the purposes of the payment of debts or 
of making distribution. Here, the execu- 
tors did not exceed their authority. 
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CONFLICT OF Laws — Law of Situs 
Governs Validity of Realty Be- 
quest to Charity Despite Direction 
to Sell 


Pennsylvania—Supreme Court 
Koehler Partition Case, 360 Pa. 460. 


Decedent died domiciled in Ohio, leav- 
ing a will directing the conversion of all 
his property except government bonds in- 
to cash. He gave his residuary estate in 
trust to pay the income to a charitable 
institution, subject to the payment of 
one-half the income to an individual for 
life. Decedent owned real estate in Penn- 
sylvania. He died within thirty (30) 
days of the execution of his will. By 
Pennsylvania law (20 P.S. 195), this 
caused the gift to charity to fail and to 
go to the residuary legatees or heirs. De- 
cedent’s heirs, therefore, claimed the 
Pennsylvania real estate subject to the 
valid life interest as to one-half the in- 
come and sought to have it partitioned in 
Pennsylvania. The charitable institution 
contended that there was an equitable 
conversion, which converted the Pennsyl- 
vania real estate into personalty, to be 
distributed in Ohio and, therefore, the 
Pennsylvania statute did not apply. The 
lower court decreed the partition. 


HELD: Affirmed. A will of an interest 
in land is governed by the law of the 
State where the land is, in spite of a 
direction in the will to convert the land 
into personalty. The restrictions imposed 
by the Pennsylvania law prevented the 
passing to the charity of title to the 
Pennsylvania property, whether con- 
sidered as real or personal, and passed 
it as land to the decedent’s heirs. If the 
land had been devised directly to the 
charity, the devise would have been void, 
and there is no good reason why a gift 
of the proceeds or the income from it 
should receive a different construction. 


DISTRIBUTION — Allocation of Excess 
Trust Income 


Pennsylvania—Supreme Court 
Mulert Estate, 360 Pa. 356. 


Testator gave $125,000 in trust to pay 
specified amounts of the income annually 
to named persons for life, and upon the 
death of each income beneficiary, the 
amount so given or a lesser amount was 
given to a substituted person or persons 
for life. Upon the death of a substituted 
beneficiary, that amount of income passed 
to the residuary trust, and upon the 
death of the last beneficiary, the trust 
terminated and the principal passed to 
the residuary trust. Testator further di- 
rected that if the income from the fund 
exceeded the total amounts of income be- 
queathed (which came to $4,050), the 
excess was to be distributed pro rata 
among the beneficiaries; if insufficient, 
the deficiency was to be made up from 
the income of the residuary trust. 


The income from the fund did not ex- 
ceed $4,050 at any time, but as original 
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beneficiaries died and the substituted 
beneficiaries came in for reduced 
amounts, the total amount of income re- 
quired to pay the existing beneficiaries 
their amounts of income became less than 
the income earned by the fund, and the 
trustee paid the surplus income to the 
residuary trust. The beneficiaries claimed 
the surplus should have been divided pro 
rata among them, which the lower court 
refused to do. 


HELD: Affirmed. When testator con- 
templated the possibility of excess in- 
come, manifestly he was referring to the 
over-all sums required to carry out his 
directions. If testator had intended the 
net income was to be applied solely among 
the then current annuitants, he would 
have said so; he did not intend to give 
diminishing successive annuities current- 
ly augmented by the very amounts caus- 
ing the diminution. 


DISTRIBUTION — Estate of Devisee as 
Substituted Beneficiary 


California—District Court of Appeal 
Estate of Brunet, 88 A.C.A. 1005 (Dec. 3, 1948). 


Brunet’s holographic will gave “to 
Otto Speckter or his Estate The property 
at Clear Lake.” Speckter, who was not 
related to the testator, died prior to 
testator’s death. Decree of distribution 
awarded the proceeds of the real proper- 
ty, sold during administration, to Speck- 
ter’s heirs. 


HELD: Reversed. Although a devise 
will not fail when an intention appears 
in the will “to substitute another in his 
place” (Probate Code Section 92), “an- 
other” means another devisee or legatee. 
An estate is not a person or entity which 
can take under a will, and the devise 
therefore lapsed. 


DISTRIBUTION — Releases Set Aside 
Where Full Disclosure of Law as 
Well as Facts Was Not Made by 
Executors 


New York—Surrogate’s Court, New York Co. 
Matter of James, N. Y. L. J., Dec. 30, 1948. 


The Will bequeathed certain amounts 
to the petitioners and the residue to a 
charitable foundation. The trustees of 
the Foundation were the individual execu- 
tor, the chairman of the board of the 
corporate executor, the decedent’s attor- 
ney and two other persons connected with 
certain holding corporations of the de- 
cedent. The attorney-trustee was a mem- 
ber of the firm which was counsel for the 
executors and for the Foundation. The 
petitioners sought to vacate receipts, re- 
leases and waivers of citation executed by 
them when they accepted an offer of the 
executors to make immediate distribution 
of certain assets in payment of their 
legacies. They also sought leave to re- 
open a decree in an accounting to which 
they had not been made parties by reason 
of their waivers and to file objections to 
such accounting. 


Their major objection was that estate 
taxes were deducted from their respec- 
tive shares, which the Court later deter- 
mined they were not obligated to pay. 
When the receipts, releases and waivers 
were submitted to each legatee there was 
also submitted a statement of assets al- 
located to him and the statement allo- 
cated a sum for estate taxes “pursuant 
to the provisions of the will and of Sec- 
tion 124 of the Decedent Estate Law.” 
The executors conceded that they had 
knowledge of and had discussed at least 
three possible methods of estate tax al- 
location. They decided on the method, 
later proved to be incorrect, which bene- 
fited the Foundation at the expense of the 
legatees. 


At the time the offer to make immedi- 
ate distribution was submitted to the 
legatees, there was pending in the United 
States Supreme Court an appeal in an 
action to confirm a reorganization of a 
railroad in which the estate was heavily 
interested. The assets to be transferred 
to the legatees had been valued as of an 
earlier date. The decision of the Supreme 
Court rendered three days after the leg- 
atees accepted the executors’ offer sub- 
stantially increased the value of the 
assets of the estate and if the executors 
had waited until the decision, the leg- 
atees’ shares would have been larger. 


HELD: The receipts, releases and 
waivers of citation are set aside, the 
accounting decree is reopened and the 
petitioners are permitted to file objec- 
tions to the accounting. The legatees 
should have been apprised of their legal 
rights respecting the allocation of the 
estate taxes. The fact that the executors 
and their associates controlled the Foun- 
dation made it even more necessary that 
they be held to a very strict standard of 
conduct even though they did not them- 
selves profit from the gain to the Foun- 
dation. Furthermore, uninfiuenced execu- 
tors would have waited until the last of 
the Supreme Court decision days had ar- 
rived within the period fixed in the offer. 


GUARDIANSHIP — Husband as Guar- 
dian of Wife May Use for Her Sup- 
port Income of Trust Expressly 
Provided to be for Her Support — 
Notice to Insane Person 


Massachusetts—Supreme Judicial Court 


Burnett v. Williams, 1948 A.S. 1225; Dec. 9, 
1948. 


Mother left a will by which she gave 
her estate to three trustees (including 
daughter Ellen) for the benefit of her 
three daughters, the income to be equally 
divided and expended for their benefit. 
The trustees were given broad powers to 
use principal as well as income for the 
comfortable care and living expenses of 
the daughters, the whole question of how 
much they needed to be left to the trus- 
tees, “it being my intention and will that 
my daughters shall receive their support 
and care so far as needed from my @s- 
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tate.” An insane daughter’s husband was 
appointed guardian of his wife and after 
his death Ellen became guardian. 


The question arose on ten annual ac- 
counts filed by the husband as guardian 
and an eleventh and final account filed 
by his New York executrix. He left an 
estate of $70,000, but nothing to his wife. 
The ten accounts filed by him showed 
over $20,000 received by him from the 
trustees, of which he spent nearly $15,000 
for the support of his wife, having on 
hand when he died approximately $6,000. 
Ellen, the successor guardian, assented 
to the accounts and a guardian ad litem 
for the incompetent approved them. No 
notice of the proceedings, however, was 
given to the incompetent. The court al- 
lowed the accounts. 

Later, Ellen filed a petition to vacate, 
on the ground that the guardian had used 
his ward’s funds without first obtaining 
the consent of the court, and because no 
notice had been given and without such 
notice no guardian ad litem could be ap- 
pointed. The probate judge vacated the 
decree. 



























In the eleventh and the final account, 
a decree was entered, charging the 
husband’s estate with $7,000 additional, 
as an amount which he should have con- 
tributed personally for his wife’s sup- 
port. Everybody on both sides appealed 
from this decree. Ellen argued that under 
G. L. 201, §25, the husband could not be 
allowed for his expenditures because he 
had not been authorized by the probate 
court to expend the ward’s estate for her 
support. 


HELD: G. L. 201; §25, had no applica- 
tion since the payments from the trust 
were not the ward’s estate. The children 
were not entitled to the income, but only 
to be supported. One-third of the trust 
was made the primary fund for the sup- 
port of the ward, and to the extent that 
it was sufficient her husband was exon- 
erated from the burden of supporting her. 


The trustees could support the ward 
directly, and likewise they could use the 
husband as a conduit for the purpose of 
paying for her support. The money was 
rightfully paid by the trustees for her 
support, and the husband, having charged 
himself with the money in his accounts, 
was entitled to credit himself with the 
payments he made. Accordingly the de- 
cree charging the guardian with $7,000 
Should be reversed and the accounts 
should be allowed. 





































Powers — Limitations — Right of 
Trustee to Appeal Order Directing 
Payment of Principal. 







California—Supreme Court 
Estate of Ferrall, 33 A.C. 172 (Dec. 15, 1948) 
Teversing District Court of Appeal decision, ab- 
Stracted in Aug. 1948 TRUSTS AND ESTATES 157. 







Ferrall’s testamentary trust provided 
for paying the income to Faye F. Hamil- 
ton together with so much of principal as 
trustees might find necessary for her 
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needs. If Faye survived her husband 
Alex, she was to take the trust estate. 
Apparently if she died before Alex, the 
property would go to George, son of 
testator, and three grandchildren. Re- 
spondent petitioned Probate Court for 
order requiring trustees to pay her cer- 
tain moneys out of principal and $450 a 
month for her support. Court ordered 
trustees to pay her $400 per month from 
income and principal until further order. 
Trustees appealed. 


HELD: Motion to dismiss appeal de- 
nied. Trustees’ right to appeal was up- 
held as part of their duty to protect 
trust by preventing unauthorized inva- 
sion of principal. 


NOTE: The decision of the District 
Court of Appeal was criticized in the re- 
port of this case in the August issue. The 
Supreme Court, by reversing that de- 
cision and by its recent decision in Estate 
of Kessler, 32 A. C. 392, 196 P. 2d 559, 
T. & E., Sept. 1948, p. 238, has restored 
the California law regarding a trustee’s 
right of appeal to a sound basis. 


WILLs — Construction — Rights of 
Survivorship — Rule Against Per- 
petuities 


Rhode Island—-Supreme Court 
Industrial Trust Co. v. Flynn, 60 Atl. (2d) 851. 


This is the fifth opinion of the Supreme 
Court of Rhode Island concerning the 
construction of this will. 


The first part of the twenty-seventh 
clause of the will established a trust of 
Bristol real estate to be held for the per- 
sonal use of and occupation by testator’s 
children and grandchildren, the trust to 
terminate on the death of the next to last 
survivor of them and the real estate to be 
transferred to the survivor. The second 
part established a trust of one-half of 
his residuary estate, the income to be 
used first for maintenance of the Bristol 
real estate and any surplus income and 
the principal on termination to be dis- 
tributed as provided by the twenty-eighth 
clause of the will. 


The twenty-eighth clause of the will 
provided for immediate distribution of 
one-fourth of the residuary estate to the 
testator’s two sons and brother and a 
trust of the remaining one-fourth of the 
residuary estate, first to pay the income 
“in equal shares to my two sons, and my 
brother” for life “and upon the decease 
of any of them... to the surviving child 
or children or such deceased son or 
brother” for life, “and upon the decease 
of such child or children of my said sons 
and my said brother, as the same shall 
respectively happen, my trustee shall con- 
vey, transfer and. set over to the child 
or children of such deceased child or 
children, per stirpes and not per capita, 
his, her or their proportionate share of 
this trust estate” with a gift over to the 
testator’s heirs at law at that time in 
case of failure of issue. 


The testator died in 1917 survived by 
his two sons G and C and his brother B, 
and also there were living three children 
of G, one child of C, and three children 
of B. C later had three other children, one 
of them posthumously. Colt v. Industrial 
Trust Company, 146 A. 628 (1929), held 
that the Bristol real estate trust was 
valid and that “children and grandchil- 
dren” referred only to those living at the 
testator’s death. Industrial Trust Com- 
pany v. Wilson, 200 A. 467 (1938), on 
the death of son C construed “surviving 
child or children of such deceased son or 
brother” in the twenty-eighth clause of 
the will to include children and posthum- 
ous children of C’s born after the testa- 
tor’s death. 


In 1946, after B’s death, one of his 
three children died leaving a son, a child 
of one deceased daughter and two chil- 
dren of another deceased daughter. The 
Court was called upon to decide who 
should take the principal to be distributed 
under the twenty-eighth clause and who 
should get the excess income share under 
the twenty-seventh clause. 


HELD: Principal should be distributed 
under the twenty-eighth clause and the 
income continued under the t*enty-sev- 
enth clause to those who get th principal 
under the twenty-eighth clause until the 
principal under the twenty-seventh clause 
can be distributed. The Court again was 
anxious to construe the will so that the 
rule against perpetuities would not be 
violated. It also held that the proceeds of 
real estate that had been held by the trust 
and sold should be distributed according 
to the rules of descent for real estate. 


WILLs — Probate — Oral Contract 
for Mutual Wills Upheld 


Washington—Supreme Court 
Forsberg v. Everett Trust & Savings Bank, 132 
Wash. Dec. 1. 


Plaintiff sued the executor to enforce 
an alleged oral agreement between the 
decedent and plaintiff under which the 
parties purchased a house with the under- 
standing that each would make a will 
whereby on the death of either the inter- 
est of the deceased would be left to the 
survivor. The executor denied the al- 
legations and alleged that the action was 
barred by the statute of frauds, the 
agreement not being in writing. The 
court found that the oral agreement was 
made; that in reliance upon the agree- 
ment, plaintiff found a suitable house; 
that the property was bought, each furn- 
ishing half the purchase price; that the 
half of the purchase price; that the 
parties moved into the house; that de- 
cedent had an appointment with her at- 
torney at about the time she moved into 
the house to make a will in accordance 
with the oral agreement, but was unable 
to keep the appointment because of the 
condition of her health; and that plain- 
tiff had executed a will in conformity 
with the agreement. The findings were 
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sustained by the testimony of several 
disinterested witnesses. 


HELD: Decree for specific perform- 
ance affirmed. Plaintiff had proven the 
contract by clear, convincing evidence 
and there was sufficient performance to 
take the contract out of the statute of 
frauds. 


WILLs — Construction — “Chattels” 
Refers to Tangible Personalty Only 


Missouri—St. Louis Court of Appeals 
Lynn v. Stricker et al., 213 S.W. (2d) 672. 


Suit by a daughter against her seven 
brothers and the executor to construe 
father’s will which in second clause de- 
vised home to daughter and bequeathed to 
her “the household and kitchen furniture, 
chattels and livestock . . .”, and in third 
clause left all “rest, residue and remain- 
der of my estate of every kind and na- 
ture” equally to the sons. Plaintiff con- 
tended that word “chattels” in second 
clause covered all of testator’s personal 
property, including money, notes, ac- 
counts and obligations due, and savings 
bonds. 

HELD: Although word “chattels” is 
broad enough to cover all kinds of per- 
sonal property, its use here shows an in- 
tention to restrict its meaning to chattels 
of a tangible nature. The fact that chat- 
tels specifically mentioned in clause two 
were tangible in nature situated on prem- 
ises devised to plaintiff showed an inten- 
tion to restrict the gift of personalty un- 
der that clause to property of like char- 
acter and similarly situated and to ex- 
clude the currency and intangibles. This 
intent was further shown by the lan- 
guage of clause three by which residue 
of estate “of every kind and nature” was 
devised and bequeathed to the sons. 


WILLs — Construction — Testimony 
of Draftsman Admitted to Resolve 
Latent Ambiguity 


New York—Surrogate’s Court—New York Co. 
Matter of Powers, N. Y. L. J., Dec. 8, 1948. 


Will gave a portion of the residue “to 
be distributed equally between my 
nephew, F. Raymond Powers, and his 
two sisters, and to their respective issue 
by right of representation.” The nephew 
had three sisters at the date of drafting 
of the will and at decedent’s death. The 
draftsman testified that before drafting 
the will the testator spoke of his nephew 
and two sisters and said that both sisters 
were married and that one had remarried 
after her first husband’s death. There 
was proof that the third sister was in- 
competent, apparently had been so all 
her life, that the testator was aware of 
her condition before the will was drafted, 
and that he made comments indicating 
that in his own mind he segregated the 
two married sisters from the incompetent. 


HELD: The two married sisters were 
intended by the testator when he referred 
to the nephew’s “two sisters.” Evidence 
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to resolve a latent ambigunity may clear- 
ly include background facts to aid in 
understanding the testator’s language 
and the meaning which it had to him. 
“In view of the background knowledge 
possessed by deceased respecting the in- 
competent and her lack of marriage- 
ability it would be inconsistent with de- 
ceased’s text to say that she was in- 
cluded within the description of persons 
whose issue might succeed by representa- 
tion to the rights primarily conferred.” 


WILLs — Probate — Complete San- 
ity in Medical Sense not Essential 


Arkansas—Supreme Court 
Scott v. Dodson, 214 S.W. (2d) 357. 


Testatrix left remainder to her brother 
absolutely providing he did not prede- 
cease her, otherwise residue of the estate 
to second cousins by the half-blood. 
Brother predeceased her and first cousins 
by the whole-blood insisted it was unna- 
tural for testatrix to favor second cousins 
by the half-blood, and they pointed to 
irrational acts and demeanor extending 


over a long period. To set aside the will 
there was introduced convincing proof of © 
abnormality a quarter of a century before 
the will was made, and evidence of intel- 
lectual failure attached to contradictions 
found in letters written and conversa- 
tions had several years after the trans- 
actions in questions was consummated. 
Hypothetical questions were asked of two 
experts on mental diseases, each of whom 
concluded that testatrix was without 
testamentary capacity. 


HELD: Will was executed while testa- 
trix possessed testamentary capacity not- 
withstanding intermittent mental illness 
over long period of time. If testatrix had 
capacity to retain in memory, without 
prompting, the extent and condition of 
her property, to comprehend to whom she 
was giving it, and to appreciate the 
deserts and relations to her of others 
whom she excluded from participa- 
tion in the estate, will is valid. Com- 
plete sanity in a medical sense is not 
essential to testamentary capacity pro- 
vided power .to think rationally exists 
when individual’s will to act is exercised. 
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